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this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
touched.”—American Banker. 


—it will tell you how 
the Par Clearance System 


affects your bank 


—-whether you charge exchange or remit at par. If you 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision whether your bank shall con- 
tinue its present policy or change. You will find them in 


The Clearing and Collection of Checks 
By WALTER E. SPAHR 


You can order this book on 5 days’ approval from the 
$3.00 Bankers Publishing Co., 185 Madison Ave., N. Y. $3.00 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 
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et 
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It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
185 Madison Avenue, New York 


—_— i lle Oe CO 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


a a 


approval 
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AS THE PUBLIC lost confidence in banks? “Not 
yet,” says W. R. Morenouvse, vice-president of the 
Security-First National Bank of Los Angeles, in an 
article, ““Has the Public Lost Confidence?’ which 
begins on page 619. “More than 50,000,000 people,” 

savs Mr. Morehouse, “or 46 per cent. of our population, have 
savings accounts and additional millions have commercial 
accounts. Most assuredly these millions haven’t lost confidence 
in our banks or they would have closed their accounts.” What 
has taken place, according to Mr. Morehouse, is that the public 
has been stirred to the point of making inquiry as to the 
safety of banks. He lists three rules by means of which bankers 
can stop rumors and restore the confidence of the public in their 
institutions. 


SHARING THE ATTENTION of bankers with the question of public 
confidence is the problem of disappearing bank profits. How can 
profits be increased? In an article, “Increasing Bank Profits,” 
which begins on page 625, Water E. DEv.in, president of 
Devlin & Bennett Incorporated, Chicago, lays down four rules 
for making money and, at the same time, maintaining liquidity. 
The banker must first find out his costs and then apply a 
measured service charge, says Mr. Devlin. 


BANKING LEGISLATION is another matter which is receiving a 
large share of bankers’ attention these days. Bills are being 
proposed and amended with such rapidity that it is well nigh 
impossible for the individual banker to study them all. What the 
American Bankers Association thinks of some of these proposals 
may be found in this issue on page 618. An explanation of the 
Norbeck-Steagall bill, which recently passed Congress, is to be 
found on page 628 under the heading, “Debentures of Inter- 
mediate Credit Banks as Investments.” It is written by Epwy B. 
Rew. The sort of banking legislation bankers themselves would 
enact is outlined on page 632. It was drafted by a special com- 


mittee of the Illinois Bankers Association as a new banking 
measure for that state. 


IN THE MARCH issue of THE BANKERS MAGAZINE, FREDERICK A. 
Braprord, associate professor of economics at Lehigh University, 
presented a plan whereby a small bank might be run profitably. 
Last month Donatp B. Smrru, assistant cashier of the First 


{Continued on page xiv} 
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English, Scottish & Australian Bank, 


— 
Authorized Capital. . . . . . £5,000,000 
Paid-up Capital . . . . £3,000,000 
Further Liability of Shareholders . . £2,000,000 
Reserve Fund . ‘ . . £1,605,000 
Special Currency Reserve . . £1,585,000 


HEAD OFFICE :—5, GRACECHURCH ‘STREET, LONDON, E.C. 3, 
and 417 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 

Chief Agents in United States: 


Guaranty Trust Company of New York. 
The Canadian Bank of Commerce. 
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National City Bank. 

First National Bank. 

Crocker-First National Bank of San Francisco. 
he Canadian Bank of Commerce. 


E. M. JANION, Manager. 
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A Book that points the way to 
greater profits... 


«« The Service Charge on 
Pcache Demand Deposits 
By W. GORDON JONES 


THIS book is a complete treatise on the growing 
banking practice of imposing a monthly service 
charge on demand deposits that do not measure up to 
a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


185 Madison Avenue, New York, N. Y. 
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BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capitai - - - - £4,500,000 
Reserve Fund - = « - £2,475,000 
Currency Reserve Fund’ - - £2,000,000 
Reserve Liability of Proprietors 

£4,500,000 


under the Charter ° = 
£13,475,000 


Head Office, 4 Threadneedle Street, London, E. C. 2 
EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 


Branches in Australia 
NEW SO. WALES N.S. Wales, Contd. SO. AUSTRALIA 


VICTORIA 
Melbourne 


394-396 Collins St. 
384 Elizabeth St. 

602 Bourke St. W. 
71 Collins St. East 


Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Foster 
Geelong 
Hamilton 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


Victoria, Contd. 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Myrtleford 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI- 
TAL TERRITORY 
Canberra 


Sydney: 

Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 
Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Ballina 
Bathurst 
Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Terilderie 
Kempsey 
Kvogle 
Lismore 


Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 

South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagega-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters Towers 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


Kaitaia 
Levin 
Manaia 
Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


New Plymouth 


Newton 


Otaki 
Paeroa 


Patea | 
Raetihi 
Rotorua 


(Auckland) 


Palmerston Nth. 


Stratford 
Taihape 
Taumarunui 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


Adelaide 
Gladstone 
Kooringa 
Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Wirrabara 


W. AUSTRALIA 

Perth (St. George’s 

Terrace) 

237 Murray St. 
Subiaco 

Albany 

Beverley 
Bunbury 

Carnamah 

Dowerin 

Fremantle 

Gnowangerup 

Kalgoorlie 

Kulin 

Moora 

Northam 

Wagin 

Wickepin 


TASMANIA 
Hobart 
Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Upper Hutt 
aipawa 
Waipukurau 
Wairoa | 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 
UNITED STATES, Contd.: 


CANADA: 


Bank of Montreal 


Canadian Bank of Commerce 


Continental Illinois Bk. & Tr. Co., Chicago 


Guaranty Trust Company, New Yor 

National City Bank of New York 

Philadelphia National Bank, Philadelphia 

Wells Fargo Bank & Union Trust Co., 
San Francisco 


UNITED STATES: 
Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Central Republic Bk. & Tr. Co., Chicago 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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National Bank of Mishawaka, Ind., took issue with Professor 
Bradford, saying that the bank proposed by Professor Bradford 
would show a loss rather than a profit. On page 629, under the 
title, “The Small Bank Again,” appears Professor Bradford's 
answer to Mr. Smith’s criticism. 


“THERE HAVE BEEN developments in the fixed trust field within 
the last year which, very properly, have taken from the shoulders 
of the sponsor much of the responsibility for administration. The 
trustee has at last assumed its proper share of the administrative 
burden.” So says JoHN SHERMAN Myers, vice-president and 
general counsel of Distributors Group, Incorporated, New York, 
in an article, “Fixed Trusts and the Trustee,” which begins on 
page 633. What these developments are and their significance 
to the banker are explained in the article. Mr. Myers is recognized 
as an outstanding authority on the structure and development of 
the modern unit type trust. 


WHILE IT Is gaining steadily in popularity among bankers, the 
co-mingled trust presents a number of accounting and administra- 
tive difficulties which must be overcome before it can be operated 
successfully. ‘The various plans in use and the difficulties pre- 
sented by each are explained on page 647 in an article, “Problems 
of the Co-mingled Trust,” by Macuin F. Smita, trust officer of 
the Birmingham Trust & Savings Company, Birmingham, Ala. 

“Undoubtedly, the advantages of the plan are many,” says 
Mr. Smith, “but, on the other hand, the problems and complica- 
tions are both numerous and difficult of solution. The result is 
that after months of study one comes to the conclusion that there 
is no plan of setting up and operating a co-mingled fund that will 
not have at least some material objection under the present status 
of tax and investment laws.” 


THAT A CHANGE in the Federal Reserve Act making notes of 
finance companies eligible for rediscount at the Federal Reserve 
banks would aid in bringing back prosperity, is the opinion of 
Mian V. Ayres, analyst of the National Association of Finance 
Companies, Chicago, as expressed in an article, ‘“Rediscount 
Finance Company Paper,” which begins on page 639. 


TRUST DEVELOPMENT is at the beginning of a new era, says 
A. Key Foster, assistant trust officer of the Birmingham Trust & 
Savings Company, Birmingham, Ala., in an article, “Trust 
Development of the’ Future,” which begins on page 6438. The 
mass selling of a few years ago, he says, is gone and in its place 
is a period in which quality will be the watchword. 
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THE MITSUI BANK, LTD. 


Capital Subscribed... . . + Yen 100,000,000.00 
Capital Paid-Up .... . . +» Yen 60,000,000.00 
Reserve Funds .... . - + Yen 50,800,000.00 
Deposits (as of Dec. 31st, 1931) . . + Yen 637,440,000.00 


Founded in 1683 as the Mitsui Money Exchange House 
which changed the title to the Mitsui Bank in 1876. 


Head Office: No. 1 Surugacho, Nihonbashi-Ku, TOKYO, JAPAN 
PRESIDENT: 
G. MITSUI 
MANAGING DIRECTORS: 
S. IKEDA N. KIKUMOTO R. IMAI J. KENJOH 
DIRECTORS: 

U. YONEYAMA T. HARA H. KAMESHIMA K. FUKUI 
BARON T. MITSUI T. TOYAMA 
AUDITORS: 

. YAMAMOTO M. SHIMODA S. OHASHI K. KISHIMOTO 


New York Acency, 6] Broadway, New York City 
R. TAKAGI, Agent 


HOME BRANCHES 
Tokyo (2), Yokohama, Nagoya (2), Kyoto, Osaka (5), Kobe, Hiroshima, 
Shimonoseki, Moji, Wakamatsu, Fukuoka, Nagasaki, Otaru (Hokkaido) 
(figures in brackets show the numbers of city branches) 
FOREIGN BRANCHES 


New York, London, Shanghai, Bombay, Sourabaya 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 
Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza, Prevesa, Vathy, 
Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 


The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E.C.2 — 
with branches in CONSTANTINOPLE and ALEXANDRIA 


Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, 1.’. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA. 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN. 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 
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‘The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL... £4,000,000) 

RESERVE FUND «os ssn. £3,350,000/"2*ther £7,350,000 
CURRENCY RESERVE oo oooososessessossvosssessesssevesse £1,500,000 
RESERVE LIABILITY of Proprietors £8,000,000 


Head Office-—_71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


210 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 50; South Australia, 15; New South Wales, 53; Western Australia, 24; 
Queensland, 18; Tasmania, 3; New Zealand, 47. 


Agents and Correspondents in all parts of the World 
The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 
Bills negotiated or sent for collection. Commercial and Circular Credits 


issued available throughout the World. 
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AUSTRALIA 


Paid-up Capital £8,780,000 
: Reserve Fund 6,150,000 


| Reserve Liability of Proprietors 8,780,000 | 
£23,710,000 | 
| a Aggregate Assets, 30th Sept., 1931, £90,111,427 
General Manager, ALFRED CHARLES DAVIDSON 
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Head Ofice—George St., Sydney | London Office—29 Threadneedle St., E. C. 2 
694 BRANCHES AND AGENCIES 
In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Guinea and London 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


| Agents and Correspondents throughout the World | 
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HE advantages of ample resources, 

complete national and international 
facilities, and the service of experienced 
officers are available to the customers 
of this Bank. 


Guaranty Trust Company of New York 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capitat, Surptus AND Unpiviveo Prorits $284,963,384.21 


© G. T. CO. OF N. Y., 1932 
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ELMER H. YOUNGMAN, Editor 


NO. 6 


Editorial Comment 
CRITICISM OF CONGRESS 


ITHIN recent weeks a disposi- 

\X/ tion has been manifest to put 
upon Congress responsibility 

for the delay in the recovery of business 
—a tendency by no means novel. As 
the people have come to look more and 
more to Washington as the source of 
economic salvation, it is but natural that 
keen disappointment should be felt 


whenever Congress fails to respond 
promptly to public expectation for re- 
lief. 

In appraising the blame to be appor- 
tioned to the legislative body at Wash- 
ington for the difficulties that beset us, 
we should take several things into con- 


sideration. The members of Congress 
are chosen by popular suffrage. To look 
to them for higher wisdom than belongs 
to the people who elect them is unrea- 
sonable. It is a case of the stream rising 
no higher than its source. Again, the 
members of the House and Senate are 
at the present time confronted with very 
serious problems, greater than they have 
been called to deal with at any time in 
the past. That they should be bewildered 
by this situation is quite natural. From 
the “locust swarm of lobbyists” which 
President Hoover has mentioned as in- 
festing the lobbies they get conflicting 
and often extremely selfish views. If 
the members are to hold their jobs they 
must placate these interests where they 
represent the local sentiment of the 
member's district. Only a few members 
will be able to exercise that lofty patri- 
otism that will enable them to rise 
superior to these local clamors. 

But giving due weight to these con- 
siderations: does not exculpate the.mem- 
bers of the House and Senate from re- 
sponsibility in failing to discharge their 
obvious duties. And there is at present 


a clear obligation resting upon every 
member of these bodies. It is to aid in 
the strictest economy in Federal expendi- 
tures and promptly to provide the means 
for bringing necessary outlay in equi- 
librium with the public revenue. To 
doubt that this will be done—it is the 
hope that it has been done before these 
words are published—would be to lose 
faith in our Government. We have not 
yet reached that stage, nor is it believed 
that it will be reached. 

Within a few months a political cam- 
paign will be in progress. Voters should 
now be closely observing the course of 
members of Congress and mark for re- 
tirement from public life those who put 
party or selfish interests ahead of the 
general welfare. 


CONTROLLED CREDIT 
EXPANSION 


ECENTLY the Federal Reserve 
Board embarked on a policy of 
expanding credit by large open- 

market purchase of Government securi- 
ties, the effect of this operation being to 
add to the reserves of member banks and 
thus place these institutions in a position 
where they could more easily make loans 
or investments. This policy is known 
as “controlled” credit expansion, as op- 
posed to the creation of credit by a di- 
rect resort to the printing-press, as con- 
templated by the proposal to issue some 
$2,500,000,000 in currency to be used 
in cash payments to those who served in 
the Great War. Of the two methods of 
inflation, the former is the least objec- 
tionable, for the reason that it is at least 
under some form of official control and 
can be made effective only through the 
member banks. But “controlled” infla- 
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tion is not without danger of getting 
beyond control, for inflation, like jeal- 
Ousy, is a monster that makes the meat 
it feeds on. 

It is a striking commentary on the 
situation that while the Federal Reserve 
was forcing some $100,000,000 a week 
into an already plethoric money market, 
loans of member banks were actually 
being reduced. This indicated what is 
well known, that the indisposition of the 
banks to make loans was not so much 
due to their lack of funds as to their 
failure to see where, for the present, 
funds could be safely and profitably em- 
ployed. Once the situation clears in this 
respect, it will be seen that the banks 
will be prompt to take advantage of it 
by expanding their loans. 

But, on the other hand, the strain 
which the banks have been under to 
maintain a high degree of liquidity will 
be relieved by the expansion policy of 
the Federal Reserve, and this may prove 
beneficial. 

The policy of forcing out a large 
volume of credit designed to revive busi- 
ness is not one to be lightly accepted. 
Under present circumstances it may be 
justifiable. But had conditions been 
brought about which would have made 
possible the gradual resumption of busi- 
ness, credit expansion of a healthful na- 
ture would have followed as a matter 
of course. If the policy of “controlled” 
credit expansion shall aid in bringing 
about this business revival, it will be a 
sufficient vindication of those responsible 
for it. As between the expansion of 
credit under Federal Reserve control, 
through the member banks, and the re- 
sort to the printing-press, the former 
method is greatly to be preferred. This, 
it must be admitted, is faint praise for 
“controlled” expansion. 


INHERITANCE TAXES AS A 
SOURCE OF REVENUE 


T a recent dinner of the Economic 
Ace of New York one of the 
speakers declared that all econ- 


omists are agreed that inheritance taxes 
are a just and proper source of public 
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revenue. This ascription of opinion to 
“all economists” resembles that common 
to many speakers and writers, who 
would have us believe that “all history 
proves” or “ all experience shows” that 
the particular ideas for which they are 
pleading have received universal ap- 
proval. Whether all economists look 
with favor on inheritance taxes is not 
known. A few, at least, may be of a 
contrary opinion. At any rate, opinions 
of economists are somewhat at a dis 
count just now. 

In imposing confiscatory inheritance 
taxes governments are killing the 
proverbial goose, and the supply of 
golden eggs must be constantly dimin- 
ishing. By absorbing the capital from 
which income is derived, the volume of 
income inevitably declines. Govern- 
ments cannot have their cake and eat it 
too. Greed for immediate revenue in 
large lumps will cut off a steady income 
over a longer period. It is obvious that 
you cannot consume your capital and 
continue to receive the income that capi- 
tal has been producing. 

But the taxation of inheritances has 
another purpose than to provide rev- 
enue. It is aimed at the redistribution 
of wealth. In other words, the capital 
devoted to production and to the em- 
ployment of labor is to be absorbed by 
government and dissipated, to a large 
extent at least, in schemes designed to 
propitiate the most numerous and clam- 
orous groups of voters. Can it be seri- 
ously maintained that the use of capital 
in the manner first mentioned is not of 
greater benefit to the people as a whole 
than in the manner last stated? The 
best use of wealth is in the creation of 
more wealth, which cannot accrue to 
the benefit of the few but must be shared 
by the many. If we destroy capital by 
excessive taxation, it can no longer be 
so employed. 

Why should government be so much 
concerned about the redistribution of 
wealth? Mr. Schwab says that there are 
no longer any rich men. We are all 
poor. The fact is that without resort to 
distributive taxation, wealth tends to 
disintegrate. From shirtsleeves to shirt- 
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sleeves is but a few generations among 
the possessors of great fortunes. Think 
over the names of those in this country 
once accounted as rich, and see how true 
this is. 

In England the heavy death duties 
have become a serious problem. Manu- 
facturers who once used their surplus 
accumulations in improving and extend- 
ing plants are unable now to so employ 
their earnings. They must set them 
aside to provide for death duties. It is 
not uncommon to take out insurance to 
provide for these levies on capital. Cases 
have been known where the inheritors 
of large landed properties have found 
the burden so heavy that they were un- 
able to pay the sums demanded, and 
have suggested that the Government 
take the property. Fortunately, we have 
not yet reached that stage in this coun- 
‘try. 

Possibly, there may be a few econ- 
omists who are less enthusiastic over 
inheritance taxes than the speaker men- 
tioned would have us believe. 


GOVERNMENT FINANCING 
AND THE BANKS 


[Tt frequent appearance of the 


Treasury as a borrower from the 

banks calls attention to the very 
important place now occupied by Gov- 
ernment financing in the operations of 
the banks. The Treasury has become a 
chronic borrower, and for huge amounts. 
Other borrowers are supposed to get out 
of debt to the banks occasionally, but 
from this salutary provision the Trea- 
sury seems to be exempt. 

This impecunious condition of the 
Treasury has a tremendous influence on 
the money market, and is a disturbing 
factor that should be eliminated, though 
such a reform cannot be expected at the 
present. 

The Federal Reserve forces out credit 
and reduces rediscount rates to aid busi- 
ness, but it is suspected that this policy 
also has for its object making easy the 
borrowing of huge sums by the Treasury 
at low rates. With these frequent 
necessities for borrowing huge sums the 
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money market is constantly under the 
influence of artificial conditions which 
interfere with the ordinary banking 
operations. 

For the Treasury temporarily to bor- 
row for short periods in anticipation of 
revenue receipts is something quite dif- 
ferent from borrowing perpetually and 
to meet a deficit. _” 

Under more normal conditions the 
Treasury could fund its short-time cer- 
tificates into long-term bonds, which 
would bear a higher rate of interest than 
the certificates carry. But this is not an 
opportune time for a bond issue for 
this purpose, though it may be recalled 
that the Treasury was rather a frequent 
and heavy borrower before the present 
depression. 

Whatever revenue measure finally 
emerges from the present Congress, it 
cannot be expected to provide sufficient 
funds to meet the rapidly growing defi- 
cit. To cover this, bond issues, in addi- 
tion to a considerable amount of short- 


time financing, will undoubtedly be 
necessary. 


Aside from the disturbing influence 
on the money market to which reference 
has been made, there is another feature 


of the existing Treasury situation 
worthy of attention, namely, the bad 
example the Government sets to its 
citizens by incurring obligations which 
can be discharged only by fresh borrow- 


ing. 


LEGAL REGULATION OF THE 
PURCHASING POWER OF 
THE DOLLAR 


HEN the House of Representa- 

\ x / tives passed “a bill for restoring 
and maintaining the purchas- 

ing power of the dollar” (the Goldsbor- 
ough bill), and by a vote of 289 to 60, 
financial circles in Europe at once inter: 
preted this vote as a further decisive 
step in the direction of inflation. But 
this alarm, while natural enough, was 
hardly justified. In the first place, the 
bill, to become a law, must pass the 
Senate, and then must receive the ap- 
proval of the President. In a message 
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to Congress, under date of May 5, the 
President has condemned this measure, 
and his veto of it is certain should it 
ever get by the Senate, which is ex- 
tremely doubtful. That it could pass 
this body over the President’s veto is 
hardly possible. 

What the bill proposed was to amend 
the Federal Reserve Act by adding the 
following: 


“Sec. 1. It is hereby declared to be 
the policy of the United States that the 
average purchasing power of the dollar 
as ascertained by the Department of 
Labor in the wholesale commodity mar- 
kets for the period covering the years 
1921 to 1929 inclusive shall be restored 
and maintained by the control of the 
volume of credit and currency. 

“Sec. 2. The Federal Reserve Board, 
the Federal Reserve Banks and the Sec- 
retary of the Treasury are hereby 
charged with the duty of making effec- 
tive this policy. 

“Sec. 3. Acts and parts of acts incon- 
sistent with the terms of this act are 
hereby repealed.” 


As a matter of fact, the Federal Re- 
serve is already engaged in swelling the 
volume of credit by voluntary action, 
and while the effect of this action may 
be, so far as it goes, in the same direc- 
tion as the bill in question contemplates, 
it does not make it mandatory on the 
Federal Reserve to restore the price level 
to any given point. Furthermore, in 
the absence of compulsion, the Federal 
Reserve Board can abandon or modify 
its policy of credit expansion at any time 
as circumstances seem to require. 

That central bank policy must be di- 
rected toward a restoration of the price 
level has become an accepted tenet of 
monetary faith in even the highest finan- 
cial circles. It is especially favored by 
those countries in debt to the United 
States, and for the obvious reason that 
it would make payment of these obliga- 
tions easier. But opinion in this coun- 
try is tending in the same direction, and 
the action of the Federal Reserve in en- 
larging the credit volume through open 


market operations sustains this view. 
We are thus more nearly approaching a 
managed currency, which, as a distin- 
guished London banker pointed out, is 
very liable to become a mismanaged cur- 
rency. 

So long ago as 1810, when the Bullion 
Committee in England was investigating 
the causes of the high price of gold and 
the exchange situation, it was stated by 
this committee: 


“The most detailed knowledge of the 
actual trade of the country, combined 
with the profound science in all the prin- 
ciples of money and circulation, would 
not enable any man or set of men to ad- 
just, and keep always adjusted, the right 
proportion of circulating medium in a 
country to the wants of trade.” 


No doubt the House of Representa- 
tives would consider this as antiquated 
financial doctrine. 

If the Federal Reserve Board really 
possessed the high degree of financial 
wisdom that would enable it always to 
keep the volume of credit exactly suited 
to maintaining a desirable price level— 
if agreement could be had on what con- 
stitutes such desirable level, and if it 
could be demonstrated that its mainte- 
nance could be assured by manipulation 
of the credit volume—then the at- 
tempted regulation of prices through 
control of the credit volume might be 
viewed in a different light. 

The danger in a measure like the 
Goldsborough bill is that it seeks to 
compel the Federal Reserve to do the 
impossible, and failure would not only 
result in disappointment but might lead 
to the adoption of expedients of an ex- 
ceedingly harmful character in attempt- 
ing to make its price-fixing policy effec- 
tive. 


RELIEVING THE DEBTORS 


UCH sympathy is being ex- 
pended on debtors who con- 


tracted obligations in more 
prosperous times and who -find great 
difficulty in meeting these obligations 


— a de Ol l6ZelUvelCUcO Se eae 
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under present conditions. It is pointed 
out that the fall in prices not only makes 
it much harder for the debtor to pay, 
but that the creditor receives far more 
than he was entitled to at the time the 
contract was made. All this is true 
enough, but such inequalities will con- 
tinue to exist so long as sudden and 
violent fluctuations in the price level 
occur. It is not alone the debtor who 
suffers this inconvenience on the account 
mentioned. When the process is re- 
versed, and prices rise instead of fall, 
the creditor gets less than he had ex- 
pected to receive. But there is this 
difference: prices fall more suddenly 
than they advance, and thus the creditor 
has an opportunity of making the neces- 
sary adjustment. Nor is the creditor 
usually the object of the same amount 
of sympathy as is bestowed on the 
debtor. He is considered to be in a more 
favored class, and having money to lend, 
must have a surplus. 

The question uppermost in the public 
mind relates to means for relieving 


debtors from their unhappy predica- 
ment. It is coming to be widely assumed 
that the relief must be afforded by a rise 


in the price level. Various plans are 
proposed for effecting this—the free 
coinage of silver, reducing the gold con- 
tent of the dollar by 50 per cent., the 
interconvertible bond scheme, fiat 
money, and finally the use of Federal 
Reserve credit as provided for in the 
Goldsborough bill. 

While the general increase in the 
price level would afford relief to debtors, 
it would not of itself correct the in- 
equalities of the price situation which 
have been charged with responsibility 
for much of the present distress. The 
farmer, heavily in debt, might feel ex- 
hilarated to see the price of his products 
rising, but his elation would be checked 
when he saw the prices of farm machin- 
ery, fertilizers, clothing, sugar, coffee, 
etc., also on the upgrade. 

Savings bank depositors, holders of 
life insurance policies, investors gener- 
ally, and those who work for salaries or 
wages, would find it more difficult to get 
along as the purchasing power of the 
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dollar declined. Thus in manipulating 
money and credit with the object of aid- 
ing debtors, other classes whose numbers 
are not inconsiderable would be harmed. 
They could take consolation in the fact 
that the era of low prices has not been 
without some benefit to them. 


NAPOLEONS OF FINANCE 


S the Kreuger transactions are re- 
Aces they furnish another ex- 
ample of a highly daring and 
imaginative type of genius exercising it- 
self in the realm of finance. It is rather 
a curious fact that while these adventur- 
ous spirits are carrying on their vast 
operations, tossing millions about as they 
would matches, making huge advances 
to impecunious governments, rushing 
restlessly about from one quarter of the 
world to another, the public—including 
the bankers—are so dazzled by their ex- 
ploits that no question ever arises as to 
how much reality there is in their sup- 
posed wealth, until in a period of depres- 
sion when all transactions are more 
closely scanned. 

Love of power rather than greed for 
gold is probably the impelling force that 
pushes these financial adventurers on to 
ever greater achievements. They attain 
such a reputation that to sustain it they 
must continually widen their field of 
operations. Without some check to their 
ambitious schemes they would soon have 
a mortgage on the earth, and perhaps on 
the moon also. 

These meteors flash across the finan- 
cial sky, often leaving in their wake a 
trail of ruin to themselves as well as to 
others. They may start with entirely 
honest intentions, but as the scale of 
their activities grows they find it neces- 
sary to resort to schemes approaching 
more and more closely to the shady, 
until finally the crudest forms of trick- 
ery and swindling are made a regular 
part of their doings. Unfortunately, 
even conservative bankers are hypno- 
tized by the brilliant deeds of the Napo- 
leon of Finance and suffer severe losses 
in consequence. 

There have been many men in bank- 
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ing, industry and finance who have done 
great things of benefit to their own and 
to future times. They are the wise and 
careful builders, possessing foresight, 
courage and integrity. Their careers 
have been more solid than brilliant. They 
sharply differ from the Napoleon of 
Finance, because they build slowly on 
solid foundations and- avoid the spec- 
tacular. 

The higher regions of finance have 
about them the glamour once attaching 
to war, and it is no wonder that they 
attract those who wish to distinguish 
themselves. In too many cases the fas- 
cination is fatal, and the Napoleon of 
Finance ends his days on St. Helena. 


FEDERAL REGULATION OF THE 
SALE OF FOREIGN SECURITIES 


UST why there should be exhibited 
so much concern for investors in 
foreign securities and so little regard 
for investors in domestic stocks and 

bonds—seeing that the losses from the 


latter source are far greater than from 


foreign investments—is rather puzzling. 
From this disposition one must infer that 
while it is a grievous sin for a foreign 
government or corporation to default on 
its debts, this offense loses much of its 
evil character when committed here at 
home. 

The solicitude for the foreign investor 
recently found expression by the intro- 
duction of a bill in the House of Repre- 
sentatives providing for the appointment 
of a Commission on the Saie of Foreign 
Securities to supervise the placing of 
such issues in this country. The com- 
mission is to be composed of the Secre- 
tary of State, Secretary of the Treasury, 
Secretary of Commerce, Chairman of 
the Federal Reserve Board, and the 
Comptroller of the Currency. This com- 
mission, as will be seen, would be made 
up entirely of officials appointed by the 
President, and would therefore be polit- 
ical in character. Some of the ap- 
pointees might be competent to discharge 
the duties placed upon them, while 
others would probably lack this qualifica- 
tion. 
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If all foreign securities placed in this 
country had first to run the gauntlet of 
a commission constituted as proposed, 
the United States might find itself in the 
position of France, a country charged 
with making loans with political ends in 
view. It is a situation we should avoid, 

Should Federal regulation of the sale 
of securities be deemed desirable, why 
limit this scrutiny to foreign issues? 
There is at least equal need for it with 
regard to domestic issues, which are 
many times greater in volume and hardly 
less free from risk, as the present situa- 
tion shows. Such regulation as exists is 
at present chiefly in the hands of the 
states, and there may be some doubt of 
the authority of the Federal Govern- 
ment to enter this field. Possibly, as 
stocks and bonds move freely between 
the various states, they might be classed 
as instruments of inter-state commerce, 
and therefore subject to Federal regula- 
tion. 

But should a commission be estab- 
lished for the purpose indicated it should 
include men of skill and integrity with 
successful practical experience in judg: 
ing investment securities. A rubber: 
stamp indorsement of foreign securities 
by a political commission would give to 
the public a feeling of confidence not 
warranted by an indorsement of this 


kind. 


A FATEFUL MONTH 


UNE is the month of roses. This year 
it is also the month of fateful events. 
The conference scheduled to meet 
at Lausanne, the charming Swiss 

resort on the Lake of Geneva, will deal 
with financial problems of the gravest 
character, and the decisions reached are 
bound to have a profound effect on 
Europe and America as well. This con- 
ference is to deal with no less a matter 
than German reparations, with which 
problem is included the future of inter- 
governmental debts. Germany has al- 
ready declared against further payment 
on reparations account, but the coun- 
tries to whom reparations are owing 
have not accepted this solution of the 
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question, and it seems to be a case where 
more than one must consent in order to 
make a bargain. 

A popular program for the Lausanne 
conference had for its slogan, “wipe the 
slate clean of reparations and war 
debts,” a simple solution for the Euro- 
pean countries, but overlooking the fact 
that figures representing some billions of 
debts would be left on the American 
side of the slate, representing the money 
the American Treasury borrowed from 


American citizens for the purpose of 


making loans to Europe. But this vexed 
question has been discussed from every 
angle. It is enough to say that the de- 
cision reached at Lausanne is sure to be 
fateful either for good or ill. 

Coming nearer home, the month will 
be historic. The two great political par- 
ties—at least those numerically great— 
will hold their conventions this month, 
nominate candidates for President and 
enunciate their principles, or at any rate 


The Olympic Stadium in Los Angeles, 
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put forth statements designed to attract 
the support of voters. 

It is hoped that the campaign to fol- 
low these conventions may result in 
clarifying some of the issues that are 
vexing our people, and that one party or 
the other—it makes little difference 
which one, since there is no longer any 
substantial distinction between the two 
parties—may be triumphant by an over- 
whelming vote, electing the President 
and clearly controlling the new Con- 
gress. Such a result would be far better 
than the present situation, where neither 
party has a clear majority in either house 
independent of blocs and groups. 

With the executive and both houses 
under full control of either party, we 
could at least have party responsibility 
for what is done or omitted and the 
voter could more readily make up his 
mind whether to sustain the ruling pow- 
ers or to eject them from office. 

June, 1932, an eventful 


Watch it. 


month. 


Nas SAS eh ane 


where the Olympic Games will be held. 
The stadium will seat 105,000 persons. 








HAT the American Bankers 

\X / Association thinks of the pro 

posed banking legislation now 
before Congress is told in several recent 
statements made public by the associa- 
tion. 

The Executive Council of the asso- 
ciation, at its recent meeting in White 
Sulphur Springs, named six points on 
which it objected to the Glass Banking 
Bill and also expressed the belief that 
there is at present no need for legisla- 
tion such as this bill presents except 
as to the formation of a Federal liqui- 
dating corporation for closed banks. 
It expressed approval of the bill as a 
whole, however. 

The six points on which the Council 
took exception to the bill were as 
follows: 

It recommended that capital for the 
Federal liquidating corporation should 
come from the Treasury, and that 
member banks should not be further 
burdened by being required to make 
subscriptions to it out of capital funds. 

It recommended elimination of pro- 
visions prohibiting national and state 
member banks in the Federal Reserve 
System from participating in the under- 
writing and distribution of investment 
securities either directly or through 
afhliates. 

It opposed provision of the bill 
for separating security affiliates from 
member banks within three years and 
suggested instead proper supervision 
and regulation. 

It recommended elimination of all 
such provisions depriving state member 
banks in the Federal Reserve System 
of “their full charter and statutory 
rights.” 

With reference to the provision 
amplifying present regulations defining 
the use of credit facilities at the Federal 
Reserve banks, it declared that the 
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Federal Reserve Board now has suf- 
ficient power. 

In respect to the branch-banking 
section of the bill, it pointed to the 
1930 resolution of the ascociation in- 
dorsing branch banking only to the 
extent of community-wide extensions in 
metropolitan areas and county-wide in 
rural districts. It also favored preserv- 
ing the autonomy of the laws of the 
separate states in respect to branch 
banking. 

At the same meeting the Council 
disapproved the “so-called Home Loan 
Banking System” proposed in bills now 
before Congress on the ground that 
“such a system of nation-wide banks 
necessarily would come in immediate 
conflict and competition with the Fed- 
eral Reserve System and still further 
complicate the multiplicity of banking 
functions in the United States.” 

A report of the Economic Policy 
Commission of the American Bankers 
Association, made public by its chair- 
man, R. S. Hecht, president Hibernia 
Bank and Trust Company of New 
Orleans, on the subject of investment 
departments and affiliates, takes the 
same view as that of the Executive 
Council, i.e., that they should not be 
separated from the commercial banks, 
but that they should be placed under the 
same government supervision as banks. 

“We favor,” said Mr. Hecht, “a 
proper degree of government control 
in this respect. Investment affiliates 
of banks, since in practical fact they 
are operating departments of the parent 
institution and their operations and 
condition indisputably react upon it, 
should be brought fully under the 
purview of the bank supervisory au- 
thorities. . . . 

“However we are opposed to any 
attempt to force member banks to 
divest themselves absolutely of invest- 
ment activities.” 





Has the Public Lost Confidence? 


People Now Making Inquiry About Their Banks’ Safety — How 
to Answer Them 


By W. R. MorEHOUSE 
Vice-President Security-First National Bank, Los Angeles 


ever men and women gather, and 
their conversation turns to a dis- 
cussion of the present unfavorable finan- 
cial situation, is, “The public has lost 
confidence in our banks.” 

The truth is, there is nothing to sub- 
stantiate this claim. What has taken 
place is that the public has been stirred 
to the point of mak- 
ing inquiry as to the 
safety of banks. The 
public - generally has 
not yet lost confidence 
in banks. More than 
50,000,000 people, or 
46 per cent. of our 
population, have sav- 2. 
ings accounts, and ad- 
ditional millions have ; 

: securing 
commercial accounts. peor I 
Most assuredly these 3. Mail 
millions haven't lost building 
confidence in our needed. 
banks, or they would 
have closed their ac- 
counts. An increase in postal savings is 
cited as a sure sign that the public has 
lost confidence in our banks. I can see no 
good reason to be alarmed because postal 
savings has, at last, secured 1,000,000 
depositors, for that is only one for every 
120 of our population. I can see no 
good reason to be alarmed over the fact 
that postal savings has approximately 
$650,000,000 of deposits, for that is ap- 
proximately 1 per cent. of the total in- 
dividual deposits in the United States, 
and postal savings has been in operation 
for twenty-two years. What if the 
postal savings system has made a big 
gain in deposits this last year? Our 


A COMMON expression heard wher- 


From an address before the 
Regional Savings Conference. 


Western 


HOW BANKS CAN STOP 
RUMORS AND RESTORE 
CONFIDENCE 


1. Interview their customers 
who are worried about 
safety of the bank. 
Co-operate with editors 
for the purpose of eliminating 
detrimental news 
confidence-building 


out 
literature 


mutual savings banks have made a large 
gain, and there is a postal savings office 
in every place where there is a mutual 
savings bank, and, besides, deposits in 
mutual savings banks are not guaranteed 
by the Federal Government. 

Other business leaders point to the 
disappearance of $1,300,000,000 of cur- 
rency, more or less, as conclusive evidence 
that the American 
people have lost con- 
fidence in our banks. 
I am just a little skep- 
tical as to the correct- 
ness of the amount of 
money which is sup- 
posed to have been 
hoarded, but, what- 
ever the amount is, 
its disappearance is 
only temporary. 

The man_ who 
draws his money from 
a bank in times like 
these either hides his 
funds away or places 
them in a safe deposit box. Days 
and weeks go by and his bank does not 
fail. Before long, he begins to wish that 
he hadn't closed his account. Frequent 
robberies and fires in his neighborhood 
make him anxious as to the safety of his 
cash. If, in his case, he deposited his 
savings in a safe deposit box, he isn’t 
sure that someone, somehow, hasn't by 
“hook or crook” extracted them from 
the box. Then, there is the rental fee 
for the box, and no income, and this 
isn’t good business and he realizes it. 

It’s human nature for people with 
money on hand to expect their money to 
earn more money. This has been the 
rule since the race began, and you can’t 
get away from it. Probably not 5 per 
cent. of the American people can stand 
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to have their funds idle for as long as 
one year. Here is where our banks get 
a break. They can depend on good old 
human nature to get these millions of 
dollars back in our banks. It will never 
fail them. It never has failed in the 
past. 


DECREASE IN DEPOSITS 


Some of our business leaders point to 
a decrease in deposits as conclusive evi- 
dence that the public has lost confidence 
in our banks. They, too, have failed to 
allow for human nature. There is 
nothing unnatural about a decrease in 
deposits at this time. It is to be expected. 
It is a natural thing for deposits to drop 
after every spectacular expansion or in- 
crease of deposits. The American 
people are running true to form. It 
takes times like these to bring about a 
liquidation of obligations. 

Some of our leaders tell us that the 
closure of several millions of bank ac- 
counts is a sure sign that the public has 
lost confidence in our banks. I fail to 
see anything alarming in this. It is to 
be expected. Millions of people are out 
of work and incomes generally are less. 
Consequently, hundreds of thousands of 
depositors have been forced through 
necessity to use their savings. 

“Save for a rainy day” has been the 
slogan of our banks for years, and now 
that the proverbial rainy day is here 
there is nothing in the closure of these 
accounts to get alarmed over. For 
decades banks have been ielling the 
people to “save for an emergency,” and 
now that an emergency is here, these 
emergency funds are being used. 

I wonder how many bankers realize 
today that the millions of our people 
who have fallen back on their bank 
accounts to “tide them over” the present 
emergency will become great boosters 
for savings accounts in the future. Many 
of them have had their first practical 
demonstration of the benefits which come 
from having a bank account in times 
such as these, and these millions will 
never want to be without an account in 
the future. As soon as recovery sets in, 
watch savings accounts grow. Watch 


financial advertising boom, for our banks 
have a lot of work to do. Some of the 
things that have happened have dis- 
credited banking very materially, and 
must be overcome. 


FALSE RUMORS 


I do not agree with bankers who 
claim that the many false rumors one 
hears today about the safety of our 
banks are made deliberately and mali- 
ciously, by an organized group, for the 
purpose of destroying our banking sys- 
tem. While, no doubt, there is some 
propaganda being used with intent to 
wreck our banks, 90 per cent. of these 
rumors are being spread by well-mean- 
ing depositors without any thought of 
injuring their banks. 

I do not agree with bankers who 
claim that this situation can be remedied 
by making an example of an offender 
here and there by threatening him or by 
actually throwing him in jail. You can 
never stop “over-the-back-fence” con- 
versations between neighbors by apply- 
ing the law, nor can you stop home- 
circle discussions or discussions among 
friends who happen to meet at the street 
corner, by legal procedure. Nor can 
you class such people as propagandists, 
nor have you a legitimate right to as 
sume that those who have money in your 
bank have no right to discuss whether or 
not it is safe. 

Contrary to the almost unanimous be- 
lief among bankers, and lawyers too, 
there is no Federal statute that makes 
it either a misdemeanor or a felony to 
circulate false statements regarding the 
safety of any bank. The passage of such 
a law has been attempted on three occa- 
sions, and the nearest such a law has 
come to passage was in 1930, when it 
was passed by the House of Representa 
tives, but failed of passage in the Senate. 

There are, however, state laws in cer- 
tain states covering this point. For in- 
stance, in my own State of California, it 
is a misdemeanor, punishable by a fine 
of not to exceed $1000, or not to exceed 
one year in jail, or both. But, before 
you can apply the law successfully, you 
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must prove that the offender is guilty 
of circulating false rumors maliciously, 
and the word “maliciously” lets out 
about 90 per cent. of the offenders, and 
the word “false” lets out another 5 per 
cent. 

Why waste all of our effort on the 5 
per cent. when 95 per cent. of the 
offenders cannot be reached by law? 

Education, not law, is the best remedy. 

Miss Ethel B. Scully, of Milwaukee, 
for years a leader in the Financial Ad- 
vertisers Association, expresses the 
thought in her statement to be found on 
the cover of the March Financial Ad- 
vertisers Association Bulletin. Miss 


Scully says, “Education is one of the 
surest dissipators of fear.” 


EDUCATION THE REMEDY 


And this leads me to say, “Come, let 
us reason together.” It is a bit of good 
advice as old as the prophets. It is 
just as potent today as the day it was 
first uttered. Although first spoken 
centuries ago, it points the way out for 
our banks. So let us counsel with those 
of our customers who are anxious over 
the safety of their deposits. 

In every case, when one of your de- 
positors calls and shows signs of being 
uneasy over the safety of his funds, or 
should he remark that he has been told 
to take his money out of the bank, don’t 
permit him to leave without an inter- 
view. Escort him to the desk of an 
oficer of the bank. Let that officer in- 
vite him to be seated behind the counter, 
away from the prying eyesof other cus- 
tomers, and then and there point out to 
him in what particulars he has been mis- 
informed. 

In order to arrest your listener’s at- 
tention immediately, take a pad of 
paper, place it before him, get out your 
pencil and put down a few figures. The 
date when your bank was organized is 
sufficient for a start. From the moment 
when you make your first figures on the 
paper you will have your listener’s un- 
divided attention. Instantly his curiosity 
and interest are aroused in what appears 
on the paper. Your sketch enables him 
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to visualize what you are explaining to 
him. 

Let me illustrate—you can read books 
of solid print on the topography of 
Mexico, and have only a fair picture of 
it in your mind, but study a topograph- 
ical map of the republic for an hour, 
and you will have a fairly accurate de- 
scription of Mexico. 

Never open a discussion with a cus- 
tomer who is nervous and alarmed, by 
announcing the purpose for which you 
are holding the interview, but start the 
conversation with a statement to the ef- 
fect that you always welcome an op- 
portunity to discuss business matters 
with your customers, whether they call 
to discuss loans, investments, or prop- 
erty. 

Let your customers bring up the ques- 
tion that is troubling them. They will 
do it. Your part is to have a ready 
answer to every question asked. For 
best results, support your answers with 
facts and figures. And this is what I 
mean by having facts and figures for 
ready reference. Let me illustrate my 
point. Have a copy of your last state- 
ment at hand. Spread it out before your 
customer. If yours is an old bank, em- 
phasize that point, for a majority of 
people regard a long-established bank as 
a safe hank. In their minds, the two go 
hand in hand. Any bank organized for 
more than five years can use this point 
with good effect. 

Now emphasize the amount of your 
capital, surplus and undivided profits. 
Regardless of how large the aggregate 
is, whatever the amount is, it will look 
large to the average depositor. Mutual 
savings banks can refer to their reserve 
accounts with equally good results. If 
yours is a capital stock bank, mention 
the amount of money that your stock- 
holders have invested in the business. 
Call attention to the fact that they have 
also assumed a stockholders’ liability to 
pay in more money if called upon. Em- 
phasize your quick assets, etc. As a 
climax, call attention to certain of your 
officers and directors, or trustees, laying 
particular emphasis on those best known 
in the community—men who have the 
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confidence of the people—men who are 
outstanding in business or in the profes- 
sions—men who take an active part in 
public affairs and whose names appear 
from time to time in the local press. 

As the average person is quick to fall 
in with the crowd, and do as the crowd 
does, you might mention the number of 
your depositors. Even a few hundred, 
in the case of a small bank, is reassuring 
to the average listener. 

At this juncture in the interview, ask 
your listener if there are any questions 
he would like to ask. This opens the 
way for you to clear up any points about 
which your customer is not fully satis- 


fied. 


CONGRATULATE THE CUSTOMER 


Let me recommend that you never 
permit an interview to end without con- 
gratulating your customer on his ac- 
count. Although the balance may look 
small to you, it may look large to your 
customer. All depositors are susceptible 
to words of praise. They feel honored 
when an officer of their bank compli- 
ments them. It makes them feel better. 
Congratulate them, and they will leave 
your bank feeling that it is their friend 
and that it appreciates their patronage. 
Nothing you can say or do will restore 
confidence to as high a degree as a few 
words from you, spoken personally, in 
appreciation of your customer’s patron- 
age. : 

Interviews with depositors are like an 
endless chain. The good they do goes 
on and on after the interview has con- 
cluded. Imagine the almost unlimited 
possibilities of these interviews. If our 
20,000 banks would interview five such 
cases a day on the average, they would 
reach directly 100,000 depositors a day. 
Assuming that the 100,000 people 
reached the first day speak to their 
friends about what has been told them, 
that makes at least 200,000 people 
reached the first day. If our banks 
would get together and agree to inter’ 
view five customers a day, they could 
stop practically all rumors about the 
safety of banks within sixty days. 
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Education, and not law, in my 
opinion, offers the best solution of the 
problem under discussion. 

Perhaps some of our bankers are keep- 
ing aloof from their depositors for fear 
of being asked to explain why we have 
had so many bank failures. It looks to 
me as though it is up to our bankers to 
explain it, and one thing is certain, if 
an explanation is left entirely to those 
outside of the banking business, our 
banks are going to get the worst of it. 
Unfortunately, that is exactly what has 
happened, and what is happening every 
day, for persons not in the banking busi- 
ness, who know but little about it, are 
trying to do the explaining. 

I can see no good reason why our 
20,000 going banks should undertake to 
apologize for those that have failed. The 
public has made literally billions of dol- 
lars in purchasing power by leaving its 
money in our going banks. A dollar 


deposited three or four years ago, draw- 
ing interest, is now available 100 cents 
on the dollar, plus the interest, and that 


dollar has increased in its purchasing 
power from 25 per cent. to 100 per 
cent., so that the depositor who left his 
money in the bank has increased his 
holdings in purchasing power to almost 
double. In fact, a depositor in a going 
bank has made more money in the last 
three years than any other business 
group. The $28,500,000,000 in savings 
on deposit has increased in its purchas- 
ing power to more than $40,000,000,- 
000. I can see no reason to apologize 
for having made the depositors these bil- 
lions of dollars. 

Do you realize that it is not the facts 
about our banking situation that are 
hurting our banks half as much as it is 
an exaggeration of those facts? Do you 
realize that the situation has been 
painted many times blacker than it actu- 
ally is? Do you realize that when the 
public reads that a certain bank has 
failed, it takes the word “failed” liter 
ally, and, without making an investiga: 
tion, assumes that its depositors have 
lost all. 

A bank may have only suspended pay- 
ment temporarily, due to frozen assets, 
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and the depositor’s funds may be safe, 
and yet, the impression which the de- 
positors get is that the bank is “busted.” 

Only a limited number of banks ever 
fail to the extent that depositors lose 
all, while a large per cent. pay deposi- 
tors in full. The American people as a 


whole have fared far better with the 
money they kept in our banks, than 
with the money they took out and in- 
vested in stocks, bonds, and mortgages, 
and I do not exempt what were regarded 
at one time as “gilt-edged” stock, “‘gilt- 
edged” bonds, or “gilt-edged” mortgages. 


NEWSPAPERS’ INFLUENCE 


Unfortunately, the suspension of a 
bank is “big news” for the newspapers. 
Consequently, such items of news com- 
mand a prominent place on the printed 
page. Just as unfortunate for our banks 
is the other fact, namely, that the re- 
opening of a bank isn’t considered to be 
as good news for public consumption as 
the closure of a bank. Naturally, it com- 
mands a less prominent place in the 
press. This is a bad break for our 
bankers, for as matters stand, the public 
is certain to get the impression from 
reading the newspapers that closures 
outnumber the reopening of banks ten to 
one. Let me illustrate. A news item 
which appeared in newspapers through- 
out the United States is headed-up in 
bold black-face type: “2290 BANKS 
CLOSED DURING PAST YEAR.” About 
half-way through this item, and as 
part of a long paragraph, I find a 
brief statement to the effect that 542 
banks reopened for business during the 
same period. It is a well known fact 
that there are millions of readers who 
are what might be called “headline or 
first paragraph readers,” who do not 
read items all the way through. They 
tell you that they can read a newspaper 
in ten minutes. It must also be ad- 
mitted that long paragraphs of fine type 
containing various groups of figures, 
some of which must be added up or sub- 
tracted, are not easily understood by the 
average reader, nor will he take the 
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necessary time to ascertain the results. 
The high spot in this item is the failure 
of 2290 banks. 

Thus, the public is continually being 
brought face to face with so-called bank 
failures, with only an incidental refer- 
ence to the reopening of banks. Why 
is it that the reopening of 542 banks last 
year has received so little attention? 

Another news item is headed-up in 
black-face type: “TWO BANKERS GIVEN 
YEARS IN U. S. PRISON.” The first para- 
graph reads as follows: “Quick justice 
was meted out yesterday to two more 
bankers who grew ‘careless’ with funds 
entrusted to their care.” This paragraph 
contains the bold insinuation that many 
more bankers who grew careless with 
funds entrusted to their care have pre- 
ceded these two to prison. 

At a time when an honest effort is 
being made to restore public confidence, 
and stop hoarding, it is to be regretted 
that so influential an agency for good 
as a newspaper should seize upon the 
sentencing of two bankers for embezzle- 
ment, to call to the public attention that 
these two are but two of many who are 
supposed to have already been im- 
prisoned for stealing the money of their 
depositors. Such uncalled for “digs” at 
our banks are to be regretted, for the 
reason that neither the bank nor its de- 
positors lost a penny through the em- 
bezzlement, and not one person reading 
the item has lost or could possibly lose 
one cent as a result of the crime com- 
mitted by these two men. Nowhere in 
the item does it disclose to the public 
that the loss was covered by insurance. 
The inference is that the public had lost 
money, but the facts are that the public 
did not lose a penny. 

Here is another regrettable item, such 
as is being fed to the public. The first 
paragraph of the editorial begins in this 
manner: “Two thieving bankers.” The 
second paragraph begins: “More money 
is stolen by unarmed officials sitting 
safely in swivel chairs than by masked 
gunmen.” Then follows a dialogue be- 
tween two men who are about to jump 
off the Brooklyn Bridge. A_ stage 
comedian tells the story. One was just 
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about to jump off and end all, when the 
other said: “What's the matter buddie?” 

The would-be suicide answered: “Oh, 
I had money and I spent it on women 
and drinking and gambling, and now I’m 
broke and I’m going to end it all.” 

The other fellow said: “Well, I 
worked hard all my life and saved my 
money and thriftily put it in the bank 
and now the bank is broke. Move over 
buddie, we will hop off together.” 

It is almost unbelievable that a news- 
paper would publish such an editorial, 
especially at a time when people need 
to be encouraged and not alarmed. The 
two cases are in no way related. Even 
by the wildest stretch of the imagina- 
tion, it is impossible to compare them. 
The fact that we have over 50,000,000 
satisfied savings depositors who have 
$28,500,000,000 in our banks, and who 
have no intention of jumping off a 
bridge just because some “bum” is about 
to do so, makes the illustration look silly. 

In fairness to those editors who are 
publishing items which will serve to re- 
tard a recovery to normal conditions, let 
me say that our bankers are not without 
some blame for the appearance of news 
items harmful to our banks. Bankers 
have remained silent too long. They 
have maintained a “watchful waiting” 
attitude when they should have been up 
and doing. Do not misunderstand me. 
I am not advising that our bankers should 
undertake to dictate what class of items 
should be excluded from the press, but 
that they should visit our editors peri- 
odically for the purpose of discussing 
financial matters in order that our bank- 
ing may receive a square deal. 

Newspapers are as vitally interested 
in the return of better times as are banks. 
Newspapers prosper only when business 
is prosperous. No business, no adver- 
tising, and that spells “no eats” for pub- 
lishers, just as “no business” spells “no 
eats” for bankers. We are in the same 
boat, and both should “pull” for the re- 
turn of better times. 

I suggest that you call on your respec- 
tive editors, whether or not they publish 
harmful news. Get better acquainted 
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with these editors. Assure them of 
your desire to co-operate with them. 

Let me recommend that from now on 
you make it a first order of business to 
place in their hands any reliable in- 
formation which comes to your atten- 
tion, and which, if published, will help 
to restore public confidence. Volunteer 
the correct information and don’t wait 
for your editors to get their information 
from other sources. I fear that we have 
made it too hard for our editors to get 
the facts. Let’s make it easier in the 
future. 

And here is my final suggestion. Keep 
on hand a supply of confidence-building 
literature. Where new accounts of con- 
siderable size are opened with funds 
transferred from a neighboring bank, 
and you have reason to believe that the 
new depositor is suspicious of the safety 
of his old bank, send him a treatment of 
confidence, business-building literature, 
or he may soon get suspicious of your 
bank, and move on. 

Where you find that certain of your 
old customers are gradually drawing out 
their accounts in good-sized amounts, 
give them a treatment of confidence- 
building literature. 

Don’t make the mistake too often 
made, and hand them this confidence- 
building literature personally. They 
will be sure to misunderstand your 
good intentions and assume that some- 
thing is wrong with your bank. But 
after they leave mail it to them at their 
home address. In a day or two they 
will get it, and in the quiet of their 
home surroundings they will read it, and 
absorb its contents. 

If our banks will do the things I am 
recommending: (1) interview their cus 
tomers who are worried about the safety 
of the bank, (2) co-operate with editors 
for the purpose of eliminating detri- 
mental news items, and securing the 
publication of confidence-building news 
items, (3) mail out confidence-building 
literature where needed, they will stop 
90 per cent. of all the rumors about the 
safety of our banks within sixty days, 
and full confidence in banks will be fully 
restored. 





Increasing Bank Profits 


Banker Must Know Costs and Then Apply Measured Service 
Charges 


By WALTER E. DEVLIN 
President Devlin & Bennett Incorporated, Chicago 


the United States are facing a real 

problem: How to make money in 
the face of the present necessity of main- 
taining the major portion of earning 
assets in a highly liquid form. With 
income lowering and expenses remaining 
about the same the banker is seeking new 
fields for income. Income from earning 
assets is no longer 
suficient in the aver- 
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services. To “manufacture” credit, they 
purchase the raw materials (deposits) 
first. Then they sell them at a price that 
earns a fair profit after expenses. 

There are six major sources of income 
for banks— 

1. Income from earning assets. 

2. Sale of services at a profit. 

3. Reducing expenses. 

4. Increasing op- 
erating efficiency. 


FOLLOW THESE RULES TO 5 Reducin g 
INCREASE PROFITS losses. 

1. Have all costs analyzed. 6. Gaining new 
2. Have extensive research profitable business. 
work done both inside and out- Let us _ consider 
side the bank. number two—selling 

3. Develop the right sales the services of a bank 
story for the institution and its at a profit. 


age bank to— 
1. Pay all the ex- 
penses of operations. 


2. Pay the stock- 
holders a reasonable 


dividend. 


3.° Set up reserves 


for unexpected losses. : 
services. 


4. Compensate of- 4 
fiers and employes ; 
on the basis of their 
actual worth. 

5. Add to surplus for future growth. 

Earnings must be obtained from other 


sources. Why buck the tide? Those 


who have had the opportunity of watch- - 


ing Hawaiian boys as they ride the surf 
know that the surfboard on which they 
stand is always just a little ahead of the 
incoming swell. The moment they fall 
behind they are swamped. They must 
keep just ahead of the incoming wave. 

Business is conducted along the same 
lines. The wise business man is just 
ahead of the waves of changing economic 
conditions. He knows that if he falls 
behind he is apt to be swamped. 


NOW—BANKS MUST CHANGE 


Banks are manufacturers. The prod- 
ucts they manufacture are credit and 


Then stick to it. 
Put the sale of all ser- 
vices on a profitable basis. 


If a bank is going 
to sell all of its ser- 
vices at a profit, it 
must know what it 
costs to produce 
them: How much it costs to produce the 
checking ‘account service; the cost to 
make a loan; what the net and gross in- 
come from earning assets are; the amount 
of operating expenses of various depart- 
ments; the cost of handling a transit item. 
All this information and much more is 
absolutely necessary. Then and only 
then can definite selling prices be estab- 
lished for these various services. 

A banker is a manufacturer and like 
all good manufacturers he should know 
his costs. When these costs are obtained, 
a profit should be added. Then he is 
teady to establish his selling price for 
his products. 


TAPPING NEW SOURCES 


The unusual situation prevailing to 
day demands that banking must look for 
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new sources of increased profits. A de- 
tailed study should be made of each in- 
dividual bank so as to bring to light all 
conditions that will lead to more efh- 
cient operation. 

A complete survey and research re- 
port should include the following: 

1. Analysis of income and expense to 
ascertain the cost of every operation in 
the bank. 

2. A complete survey of liabilities 
and resources. 

3. Production research including job 
and personnel studies. 

4. Studies of financial management. 

5. Methods of gaining new business. 

A report of this kind will uncover 
many new sources of income. When 
the analysis has been completed and 
subnormal conditions found, then the 
next and most important step is a cor- 
rective plan. If the income is to be de- 
rived direct from the depositors, it be- 
comes a matter of salesmanship and edu- 
cation. 


MERCHANDISE YOUR SERVICES 


Banking service is not much different 
from other businesses. For example, 
compare banking with the public utility 
business. The latter sells electricity, gas 
or telephone service. How does it es- 
tablish its selling price? By ascertain- 
ing the cost of production first—then 
adding a fair profit. The customers pay 
willingly because they realize they are 
getting value received. 

If all banks would obtain a price for 
their services, based on the values to the 
customers, there would be more profit- 
able banks in this country and fewer 
bank failures. Each and every customer 
should pay for services rendered to him. 
Banks would then make a fair profit. 
The income from the sale of services at 
a profit will be sufficient to offset the 
lowered income from earning assets. 
Liquidity can be maintained. Profitable 
banking on this basis means safer bank- 
ing. 

When the manufacturer has fixed the 
sales price of his product, the sales de- 
partment is notified. The advertising 
department, co-operating with the sales 
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department, then begins to mould public 
opinion and create demand. To create 
demand the manufacturer uses every 
possible channel to reach the ultimate 
buyer. Newspapers, billboards, direct 
mail and window displays are used. 
However, to create this desire he must 
deliver a message to the buyer that will 
attract and get him to act. It must 
create interest and above all a desire for 
the product. Then the sale will result. 

The problem then is what sales story 
to use that will influence the greatest 
number of people. How can these people 
be reached in the most economical 
way? What vehicle will be used? There 
are many problems to be solved. Each 
must be carefully studied. 


SELL THE MEASURED SERVICE CHARGE 
The logical place to begin the adjust- 


ment is in the checking account depart- 
ment. An analysis of costs will deter- 


mine what must be done in the way of 
adopting the measured service charge. 


This basis of charge is the most efficient 
method of making all checking accounts 
profitable. The customer pays for what 
he gets. 

To install these charges properly the 
bank’s customers must be convinced the 
action is justified. Banks must prove, 
step by step, the value of their service. 
They must convince the customer that 
the checking service rendered is worth 
the measured service rate that is charged. 
Then no trouble will occur. There will 
be no loss in accounts to speak of and 
no ill will will be created. In fact, with 
a complete tried and tested plan of 
education the deposits will increase, 
good will will be built and a better 
understanding between the customer and 
the bank will be created. 

When proving the value of checking 
account service, sell what it will do for 
the user—the amount of actual time that 
is saved. Illustrate it. Prove it. Show 
that every check is a legal receipt. Sell 
the advantages of checking account 
service. Then prove to the depositor 
that the price is in line with the value 
received. 
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If you want a customer to build his 
balance, show him the value of a cash 
reserve in a definite way. Convince him 
that if he builds to a certain amount he 
will make more money than he would 
from other conservative investments. 
This can be done. But careful research 
and study are necessary to dig out these 
selling points. Once you have secured 
the best selling story, stick to it. Tell 
it over and over again. It may become 
monotonous to you but it is not to the 
prospective client. 


SELL AT A PROFIT 


The banking business can be made a 
most profitable one if the various services 
are sold at a profit in line with their 
value. All customers should pay their 
way. They do when they purchase 
electricity, telephone service, and gas 
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service. And checking service is equally 
if not more valuable. There should be 
no special privilege to anyone. A bank 
should be a one-price institution, with 
everyone paying on the same _ basis. 
Education on the right basis is necessary. 

A bank can become a very profitable 
institution by following these rules— 

1. Have all costs analyzed. 

2. Have extensive research work 
done both inside and outside the bank. 

3. Develop the right sales story for 
the institution and its services. Then 
stick to it. 

4. Put the sale of all services on a 
profitable basis. 

Now is the time for action. Get out 
the surfboards and keep just a little 
ahead of the wave. The public generally 
is beginning to understand that the 
profitable bank is the safe bank. 


Low, friendly counters and a large wood-burning fireplace give an atmosphere of 
cordiality to the banking room of the new Madison avenue and 73rd street office of 


the Fifth Avenue Bank of New York. 


The exterior is in Georgian Colonial style, 


of red brick with marble trim. 





Debentures of Intermediate Credit 
Banks as Investments 


By Epwy B. REIp 


interested in the Norbeck-Steagall 

bill which passed Congress re- 
cently, for it makes the debentures of 
the twelve Federal Intermediate Credit 
banks eligible collateral for loans from 
Federal Reserve banks to members of 
the Federal Reserve System. 

It also makes it possible for the 
Federal Intermediate Credit banks to 
accept drafts and bills of exchange 
drawn by co-operative associations, se- 
cured by warehouse receipts or shipping 
documents covering staple agricultural 
products, and use them as acceptances 
for the purposes of procuring funds 
to loan. 

It further authorizes Federal Reserve 
banks to discount notes payable to the 
Federal Intermediate Credit banks, 
covering loans or advances made by 
the latter banks, having a maturity 
of not more than nine months, and 
which are secured by notes, drafts or 
bills of exchanges eligible for rediscount. 

The sale of a billion dollars’ worth 
of Federal Intermediate Credit bank 
debentures since 1923 indicates that 
this security has been well received 
on the market. These debentures have 
been purchased liberally by banks, big 
corporations and individuals. They are 
considered particularly attractive for 
secondary reserves. 

A few months ago the interest borne 
by these debentures became excessive, 
due largely to the fact that big investors 
in them wanted to maintain themselves 
in an_ exceedingly liquid position. 
While these debentures were purchas- 
able by the Federal Reserve banks, they 
were not eligible collateral for loans from 
them. The rate of interest was ad- 
vanced to 5 per cent. and the public 
was assured by the Reconstruction Fi- 
nance Corporation that it would take 
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them if the public did not purchase 
them. Under these conditions they 
were sold to the public. 

Largely to meet such situations and 
to make the debentures, for all time, 
as attractive as possible, a bill was 
introduced in Congress last December 
to make these debentures eligible col- 
lateral for loans from Federal Reserve 
banks to members of the Federal Reserve 
System. The movement of this bill 
through the Senate and its bright 
prospects of passage by the House, 
further assurances on the part of the 
Reconstruction Finance Corporation, 
and a generally falling interest rate, 
made it possible to sell the debentures 
in May bearing only 3 per cent. interest. 

Now that the Norbeck-Steagall bill 
declaring their eligibility has passed, it 
is anticipated that they will meet a 
broader market and that they will be 
more desirable, particularly during 
stressful times when institutions or 
individuals purchasing them may wish to 
get cash immediately by using them as 
collateral for loans from reserve banks. 

Although under the law the Inter- 
mediate Credit banks may offer to sell 
debentures to the extent of ten times 
their paid-in capital and surplus, actu- 
ally, to date, they have not had de- 
bentures outstanding of much more 
than twice their capital. 

The authorized capital of each bank 
is $5,000,000, or a total of $60,000,000 
for the twelve banks, all of which is 
subscribed by the United States Trea- 
sury. A little over half has been paid 
in, leaving a back-log in the Treasury 
of nearly $30,000,000. 

Aside from the capital of these 
banks, they secure funds to loan from 
the sale of their tax-free debentures, 
usually issued monthly with a maturity 
of from three to twelve months. 
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The Small Bank Again 


An Answer to Donald B. Smith’s Criticism of the Small Bank 
Problem’s Solution 


By FREDERICK A. BRADFORD 
Associate Professor of Economics, Lehigh University 


BANKERS MaGAZINE I suggested that 

the solution of the small bank prob- 
lem lay in a reduction of local loans to a 
minimum and the maintenance of a 
highly liquid condition. In the May, 
1932, issue, Donald B. Smith, in an 
article entitled “Too Liquid for Profit,” 
set forth certain criticisms of my con- 
clusions, his chief objection being that, 
even allowing for the collection of sub- 
stantial service charges from depositors, 
it would be impossible for a bank to 
operate at a profit along the lines sug- 
gested in my article. In order to demon- 
strate his point Mr. Smith constructed a 
hypothetical statement and income ac- 
count of a bank operated along these 
lines. 

In view of Mr. Smith’s apparently 
convincing criticism of my analysis it 
seems desirable to go into the subject a 
little more deeply in order to make my 
position clear. For this purpose I take 


I the March, 1932, issue of THE 


the liberty of reproducing his hypotheti- 
cal statement and of commenting on 
some of the items appearing thereon. 

In the first place, in suggesting a re- 
duction of local loans to a minimum, I 
did not contemplate such a drastic ex- 
clusion of local borrowers as here shown. 
My contention was merely that local 
loans, when granted, should be of un- 
questioned liquidity and soundness. The 
amount of such loans would naturally 
vary with the community in which the 
bank was located. Mr. Smith mentions 
a bank with about the same totals as the 
hypothetical “Bradford Bank” with local 
loans of $70,000, all of which must mea- 
sure up to a high standard. This is less 
than 20 per cent. of the bank’s assets, 
and I should not consider such a line of 
local loans excessive if soundly granted. 
To be ultra-conservative, however, let me 
suggest a substitution of $50,000 for the 
$10,000 of local loans in Mr. Smith’s 
statement. 


STATEMENT OF CONDITION OF PROFESSOR BRADFORD'S BANK 


RESOURCES 


Local loans 
Secondary reserve: 


U. S. bonds (4$ per cent. on U. S. Liberties) 


U. S. Treasuries (33 per cent.) 

Bankers’ acceptances (2§ per cent.) 

Commercial paper (prime 3} per cent.) 
Primary reserve: 

Cash in vault 

Cash in other banks 
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Banking house 


Capital stock 

Surplus . 

Deposits (demand) 

Deposits (time at 3 per cent.) 


100,000 
75,000 
75,000 
40,000 


50,000 
50,000 

5,000 
10,000 


$415,000 


150,000 
250,000 


‘$41 5,000 
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A second alteration that I should like 
to make is in the reserve account of the 
“Bradford Bank.” Although I suggested 
in my original article that the small bank 
should maintain a sizable reserve of cash 
and deposits with other banks, I had no 
thought of a reserve equal to 25 per cent. 
of total deposits, as shown on the hypo- 
thetical statement. This would be es- 
pecially unnecessary in view of the great 
liquidity of the bank’s other assets. 
Again, being ultra-conservative, I pro- 
pose a reserve of 20 per cent. of demand 
deposits plus 10 per cent. of time de- 
posits, or a total of $55,000, divided in 
equal parts between cash in vault and 
balances with other banks. This would 
free $45,000 for investment in income- 
bearing paper or securities, while the 
$27,500 in balances with other banks 
might be expected to yield a small in- 
terest return. 

My third revision of the hypothetical 
balance sheet is in respect to the assets 
in which time deposits are invested. To 
the extent that these are real savings de- 
posits, a considerable proportion of them, 
perhaps one-half, might be invested in 
perfectly safe but somewhat slow se- 
curities, or in safe but slow local loans, 
which would yield more than _ the 
amounts indicated by Mr. Smith. A 
primary reserve of 10 per cent. and a 


secondary reserve of 40 per cent. should 
be more than ample protection against 
withdrawals of this class of deposits. 


REVISED INCOME STATEMENT 


Let us now set up a revised income 
statement for the “Bradford Bank” un- 
der the altered conditions. 

The miscellaneous income includes, 
say, $550 representing interest received 
on balances with other banks, leaving 
$4450 income chiefly from service 
charges. This amounts to nearly 3 per 
cent. of the demand deposits and is 
doubtless a higher charge than could be 
collected. Under the present set-up, 
however, it might be reduced substan- 
tially and still leave the bank with a net 
addition to profits at the close of the year. 


THE DIFFERENCE 


The major difference, so far as income 
is concerned, between Mr. Smith’s as- 
sumed example and my revision of it has 
to do with the disposition of the time 
deposits together with the reduction in 
reserves. The latter needs no further 
discussion. With respect to time de- 
posits, however, some question may still 
be raised. I recently had the opportunity 
of discussing banking conditions in the 
Middle West with a country banker 


ANNUAL INCOME 


Local loans at 7 per cent. (.07 x $50,000) 


Investments, 4 time deposits at 5 per cent. (.05 x $125,000) 
Liberty bonds at 44 per cent. ( 0425 x $50,000) 

U. S. Treasury Certificates, 3$ per cent. (.03375 x $40,000) 
Bankers’ acceptances, 2§ per cent. (.02625 x $40,000) 
Commercial paper, prime 3} per cent. (.0375 x $40,000) 


Miscellaneous income 


$ 3,500.00 
6,250.00 
2,125.00 
1,350.00 
1,050.00 
1,500.00 
5,000.00 


$20,775.00 


ANNUAL EXPENSE 


Interest on savings, 3 per cent. (.0275 [average} x $250,000) 


Salaries: 

Managing officer 

Assistant 

Two clerks 

Janitor 
Dividends, 5 per cent. (.05 x $10,000) 
General expense 


Annual operating profit 


$ 6,875.00 


7,000.00 
500.00 
3,000.00 


$17,375.00 


$ 3,400.00 
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from Iowa. He affirmed that much trouble 
had resulted in his locality from the at- 
tempt on the part of bankers to enforce 
the notice allowed on time deposits. 
Upon taking this step large numbers of 
savings depositors gave notice imme- 
diately and the banks were hard put to 
it to obtain the necessary funds in the 
time allowed. 

As a result of this discussion, I hold 
more strongly than ever to the opinion, 
expressed in my earlier article, that the 
small banker (and perhaps the large 
banker also) would do well to enforce, 
at all times, the right to require notice 
on time deposits. To do so only in 
periods of emergency is apt to cause loss 
of confidence on the part of savings de- 
positors with disastrous results. More- 


over, since the banker pays interest on 
such deposits, he is entitled to have the 
use of them for investment in long-term 
securities with a reasonably good yield. 
The continuous enforcement of the right 
to require notice would tend to decrease 
the turnover of savings deposits (many 


of which are now used as little more 
than convenience accounts) and would 
tend to prevent the banker from becom- 
ing embarrassed in times of emergencv 
through lessening the confidence of de- 
positors by having to require notice. 
Assuming, then, that notice is re- 
quired at all times on time deposits, it 
seems conservative to allow our hypo- 
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thetical small banker to invest one-half 
of his time deposits in safe, long-term 
securities with a relatively good yield— 
possibly even a higher yield than I have 
allowed in my revised income account. 
On this basis, it would appear possible 
for the small bank to conduct its busi- 
ness with a high degree of safety and at 
least a modest profit. It 1s, of course, 
true that, under the influence of the 
Federal Reserve’s well-intentioned, but 
questionable, policy of reserve stuffing, 
the yield on bankers’ acceptances, Trea- 
sury bills and certificates, and commer- 
cial paper has sunk even to lower levels 
than the modest ones used by Mr. Smith 
in his example. At other times, on the 
other hand, much higher yields than 
those of the example could be obtained. 
The use of Mr. Smith’s figures accord- 
ingly seems fair enough for purposes of 
illustration. 

It is not surprising that Mr. Smith 
considered my proposal as _ unduly 
academic. In view of his interpretation 
of my analysis, which was couched in 
general terms, it certainly appeared in- 
expedient, however desirable it may have 
been as a theoretical proposition, He 
read into my suggestions, I think, more 
than I intended to convey. I venture to 
hope that this added explanation will 
make my position clearer, and perhaps 
somewhat more acceptable, to the prac- 
tical banker 





Bankers Draft Banking Law 


HAT kind of banking laws 

\X/ do bankers themselves favor? 

What kind of legislation would 
they adopt if they themselves were al- 
lowed full sway? If the bankers of 
Illinois are typical, the answers to these 
questions are given in eight points which 
a committee of bankers of that state 
framed and presented to the Illinois 
Bankers Association for approval at its 
annual convention. 

These practical bankers who form the 
committee, appointed: by the association, 
favor, first of all, the creation of a bank- 
ing board to supervise the activities of 
the state banking department and with 
power to remove bank officers or direc- 
tors from office if they are guilty of un- 
safe or unsound methods of banking. 
The board would also be authorized to 
restrict withdrawals from banks during 
emergencies. 

Under the laws planned by this com- 
mittee, closed banks would be adminis- 
tered by the state banking department 
and not by receivers. Statements of 
condition would be in much greater de- 
tail than is now required. Officers, em- 
ployes and directors of banks would not 
be allowed to borrow from their own 
institutions and corporations in which 
bank directors are a controlling factor 
would also be regulated in their borrow- 
ing. 

The question of branch banking was 
not included in the recommendations 
made by the committee because the 
Illinois Bankers Association had previ- 
ously expressed its opposition to it and 
also because “the last two and one-half 
years have not demonstrated that any 
system of banking—branch, chain, group 
or unit—is a substitute for good man- 
agement.” 

When the present banking act was 
submitted to the governing bodies of 
the Illinois Bankers Association two 
years ago, approval was reluctantly 
given with the understanding that 
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the effort to establish a separate bank- 
ing department be continued. The 
committee which framed the present 
proposals was then appointed to draft 
a new act. Members of the com: 
mittee are William J. Rathje, president 
of the Mid-City Trust and Savings 
Bank, Chicago; Paul S. Abt, president 
of the Illinois Bankers Association; 
W. R. McGaughey, past president of 
the association and chairman of the 
committee on economic policies; Charles 
W. Boyden, also a past president of 
the association; and Earle H. Reynolds, 
president of the Chicago Clearinghouse 
Association. 

The recommendations of the commit- 
tee in full follow: 


(1) The creation of a banking board 
consisting of a representative each of labor, 
agriculture and industry and two bankers, to 
supervise the department and to establish 
safe and sound methods of banking for the 
protection of depositors and_ stockholders. 
This board shall have the authority to remove 
bank officers or directors from office if guilty 
of unsafe and unsound methods of banking. 

(2) In emergencies the board is author- 
ized to protect the assets and deposits of the 
banking institutions by permitting a restric: 
tion on withdrawals. 

(3) Instead of the appointment of re- 
ceivers, the department shall take charge of 
all closed banks, the legal service required 
to be furnished by the Attorney General's 
office. 

(4) The published reports of condition 
shall show assets and liabilities in greater de- 
tail than is at present required. 

(5) Officers, employes and directors of 
banks shall be prohibited from borrowing 
from their own institutions and loans made 
to corporations in which a director is a con’ 
trolling factor shall be strictly regulated by 
the banking board. 

(6) Officers of banks may not become 
officers of any corporation engaged primarily 
in the business of buying and selling secur 
ties. 

(7) Banks shall not pledge assets as 
security for deposits. 

(8) Necessary charge-offs and the setting 
aside of sufficient funds to build up a surplus 
to 50 per cent. of the capital of the bank 
shall be required before dividends can be 
paid to stockholders. 
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Fixed Trusts and the Trustee 


New Developments in This Type of Investment Give Trustee 
Greater Responsibilities and Importance 


By JOHN SHERMAN MYERS 
Mr. Myers, who is vice-president and general counsel of Distributors Group, Incor- 
porated, New York, is recognized as an outstanding authority on the structure and 
development of the modern unit type trust. 


OR good reasons the integrity, 
F methods, and character of a 
“fixed” trust sponsoring organiza- 
tion have been an important factor in 
the success of individual trusts. Char- 
acter in sponsorship has been a guaran- 
tee not only that the trust was carefully 
conceived, and honestly presented, but 
that it would be properly administered. 
There have been developments in the 
fixed trust field within the last year, 
however, which, very properly, have 
taken from the shoulders of the sponsor 
much of the responsibility for adminis- 
tration. The trustee has at last assumed 
its proper share of the administrative 
burden. 

When the fixed trust first made its 
appearance, trust companies who were 
approached with offers of trusteeship 
were without experience and could not, 
therefore, know what part they should 
play in this new investment instrument. 
It had no history in this country. There 
were no precedents on which to base a 
policy. Naturally, therefore, banks and 
trust companies were conservative. They 
undertook to assume no more responsi- 
bility than an ordinary corporate trust 
relationship—a very minor responsibility 
indeed—with the result that the associa- 
tion of the trustees with the first trusts 
was in a very minor capacity. They 
wanted to see what was implied in any 
closer association. 

It is significant that trustees have gone 
a long way since then—that their view- 
point has changed. In one instance 
especially, a trustee—one of the largest 
trust companies in the world—acts 
under an instrument that specifically 
provides that the trustee may not resign 


and that contains no provisions permit- 
ting the removal of the trustee. Equally 
important, the agreement provides that 
the trustee shall furnish substitute ser- 
vices for any performed by the sponsor 
if the latter should ever relinquish the 
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relatively few duties it is called upon by 
its trust indenture to perform. 

To the banker this changing emphasis 
is important. The-so-called “fixed” or 
unit type trust has become a much more 
significant security—from the banker’s 
point of view—than it was in 1928 and 
1929. It has assumed many of the char- 
acteristics of the personal trust. It is 
now an instrument which is especially 
adapted to many bank needs. 
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Let’s consider some of these “‘interest- 
ing” developments—as incorporated in 
the structure of one sponsor’s newest 
trust “model.” Outstanding are these 
provisions: 

1. Trustee services are assured for 
the full life of the trust by provisions in 
the trust agreement, which states specifi- 
cally that the trustee may not resign and 
which contains no provisions permitting 
its removal. This is important since the 
resignation of a trustee is invariably 
based upon good reasons. Such being 
the case a substitute trustee would in all 
likelihood be difficult, if not impossible 
to find, in which event the trust would 
have to be liquidated prior to its stated 
termination date and the investor would 
be deprived of the long-term investment 
services that he purchased. 

2. The portfolio is still “fixed,” to 
the extent that no substitutions may be 
made for any stocks in the portfolio— 
except automatically in the case of con- 
solidations, mergers, etc. But liberal 


provisions have been made for elimina- 


tion of stocks. (And here again the 
trustee assumes an important, safeguard- 
ing role.) All or a part of any stock 
may be eliminated at the suggestion of 
the research department of the depositor 
corporation, but only if independent 
counsel selected by the depositor cor- 
poration indorses the elimination, and 
independent counsel selected by the 
trustee agrees. If the latter counsel dis- 
agrees but the former counsel concurs 
the trustee makes the final decision. 
Eliminations are made only for sound, 
long-term investment reasons and only 
for maintenance of the investment qual- 
ity of the portfolio—never to trade or 
take a profit. 

3. The trustee undertakes in the 
trust agreement to perform all the ser- 
vices to the trust rendered by the deposi- 
tor corporation should it ever relinquish 
any of the few administrative duties it 
is called upon to perform. These sub- 
stituted services for any relinquished by 
the sponsoring organization include the 
supervision of the investment mentioned 
in the preceding paragraph. 


4. At any time the investor may 
surrender his trust shares to the trustee 
in exchange for cash (the market value 
of his pro-rated share of the deposited 
stocks calculated by the trustee in the 
manner prescribed by the trust agree- 
ment) or the underlying stocks them- 
selves, depending on the extent of his 
trust share holdings. 

I doubt whether even the close observ- 
ers of fixed trusts appreciate fully what 
these facts may mean. It appears that 
gradually the fixed trust—if we are to 
assume that the leaders are indicative of 
the field—is developing into a consider- 
ably different character of instrument 
from the original model. The liberal, 
yet safeguarded method of elimination 
results in careful supervision of invest: 
ment quality. The trusteeship features 
provide many advantages of a personal 
trust. Prevention of discretionary sub- 
stitution retains the safeguards of the 
fixed trust and removes the hazard of 
“management.” 

The development indicated by these 
notable structural advances has brought 
this type of security closer to the banker. 

The fixed trust, by putting common 
stock ownership on a long-term, invest: 
ment basis, eliminates dangers inherent 
in giving a customer advice on common 
stocks which is not immediately suc- 
cessful market-wise. It places a com: 
mon stock investment in the true invest- 
ment field to the extent that, as in bond 
investment, fluctuations in market prices 
are not so important as stability of in- 
come and, ultimately, of principal. 

To the banker, sponsorship of the 
trust must always be given first consid- 
eration since no reputable financial in- 
stitution will want to associate itself 
with any organization whose methods 
are open to criticism. But from the 
standpoint of the investment itself, the 
sponsor is slowly retiring from the pic’ 
ture—assuming merely the role of origi 
nal “manufacturer.” The trustee is 
taking on the duties of servicing the 
investment, of assuring the investor of 
the permanence and reliability of that 
service, and of the administrative safe- 
guarding of the holdings. 
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The Causes of Crises 


The Existing Unemployment and the Losses in Public Savings 
Are the Effects of a Sudden Contraction Following 
an Excessive Expansion in Consumption 


By DANNIE HEINEMAN 


Chairman of the Societe Financiere de Transports et D’Entreprises Industrielles (Sofina), 
Brussels 


OR nearly a century, and almost 
f continuously, machinery has been 

multiplied, improved and distrib- 
uted throughout the world, bringing 
the means of subsistence to ever-increas- 
ing populations and giving them a higher 
standard of living. 

And yet, in those countries where 
technical progress is most advanced there 
were ten million unemployed at the end 
of 1929, twenty million at the end of 
1930 and maybe thirty million at the 
end of 1931. Goods which have found 
no buyers have accumulated; production 
has been restricted; stocks of food and 
raw materials have been destroyed as 
valueless; and in most industries the 
plant is valued at only a fraction of its 
cost, lying idle, or only partially produc- 
tive. 

Does this imply that the extension of 
mechanization and the improvements in 
technical processes or in methods of 
working have carried development of the 
means of production beyond the possi- 
bilities of consumption? Or that, by 
an irony of fate, industrial works and 
agricultural land ‘have, as a whole, actu- 
ally depreciated in value as a result of 
the capital and knowledge devoted to 
their improvement? 

The selling price of a property is de- 
pendent on its effective or its expected 
yield; it falls below the purchase price— 
a depreciation equivalent to a capital 
loss—when the yield is nil or lower than 
the current rate. Whether it is a ques 
tion of additional equipment installed in 
a factory or of a new factory erected 


From the annual report to the stockholders 
of the company. 


to compete with another, the combined 
value of the new and old will be less 
than the amount of capital invested, as 
soon as their aggregate yield falls below 
that rate. 

While variations in the current rate 
according to the conditions of the money 
market influence the valuation of prop- 
erties, it is none the less true that tech- 
nical improvements applied to an indus- 
trial enterprise modify its value. Instead 
of enhancing this value, such improve- 
ments reduce it when the savings which 
they effect in the expenditure on staff 
and materials do not cover the financial 
charges arising from the improvements. 
Moreover, they constitute a cause of un- 
employment when they do not produce 
in the enterprise itself, or among its 
suppliers, its auxiliaries or its customers, 
an additional demand for goods or ser- 
vices sufficient to compensate for the dis- 
missals which they have rendered pos- 
sible by increasing the unitary produc- 
tivity of the staff. 

The present depreciation in values 
and the formidable number of unem- 
ployed are irrefutable signs of a state of 
disequilibrium between demand and 
supply in regard to products and ser- 
vices. But how has this disequilibrium 
been brought about? 

Primarily, by the same causes from 
which economic crises have arisen 
periodically in the course of the last 
century; and secondarily, by circum: 
stances peculiar to the post-war years. 
For although history repeats itself, it 
does not offer absolute replicas. 

Crises originate essentially from the 
sudden contraction in a consumption 
that has become excessive. 
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Let us briefly examine how the volume 
of purchases is first inflated and then 
contracted. 

At a time when the industrial world 
is reconstituting, extending or moderniz- 
ing its equipment—as after a war, or 
following some great technical innova- 
tion—orders flow to those undertakings 
that manufacture the new machinery re- 
quired. These undertakings, in turn, 
multiply their purchases of raw mate- 
rials. The demand for articles of con- 
sumption and for more roomy, comfort- 
able and luxuriously furnished dwellings 
increases the aggregate wages of workers 
and the profits of capitalists. The more 
so as the rise in values is an incentive 
to spending. Producing industries equip 
themselves in order to meet the greater 
demand; transport services, in order to 
cope with the larger volume of indus- 
trial exchanges. Hence, further orders 
for manufacturers of equipment, pro- 
ducers of raw materials, and suppliers 
of articles of consumption. A vista of 
continuous prosperity opens up before 
the eyes of the public. 

The means of payment required by 
this expenditure are supplied mainly by 
credit. There is no need that these 
means should be augmented in the same 
proportion as expenditure, because the 
faster the exchanges, the more often they 
serve. “Brisk business keeps money roll- 
in 


g.” 

All would be for the best if the flow 
of purchases could at least be main- 
tained. But at the very moment when 


consumption has attained a volume 
which is manifestly excessive, many pro- 
ducers still anticipate a further and con- 
stant advance; moreover the profits they 
have recently made invite imitation. 
Everyone takes to manufacturing some 
article that is popular, and the market 
is glutted with “substitutes.” Further- 
more, heads of enterprises, carried away 
by successes easily achieved during a 
boom, are incited to “go one better” 
than their competitors. 

At first sight consumption would ap- 
pear capable of indefinite development, 
for it would be difficult to name a prod- 
uct that nobody on earth would want. 
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But goods are exchanged for other 
things than goods or services, and many 
desirable exchanges are impossible in 
practice. Transport is too costly and 
too slow to enable the Liége gunsmith 
to barter a gun for a week’s board-resi- 
dence with a Swiss hotel-keeper, or the 
Serbian farmer a rasher of bacon for an 
armful of pineapples with the Congo 
grower. Besides, in our economic sys- 
tem, the proceeds of the sale of goods 
are frequently devoted, not to the pur- 
chase of other goods, but to investments 
in the form of shares in joint stock com- 
panies, or of credits (deposit accounts, 
or debentures of public bodies or private 
undertakings) .: 

When stocks and shares pass from 
hand to hand, each time leaving a profit 
to the previous purchaser, a portion of 
the additional value goes to consump- 
tion; but as soon as the securities de- 
preciate there is a falling off in the de- 
mand for goods. With this reduced de- 
mand, orders for raw materials and new 
equipment decline. At the same time 
the banks restrict the facilities they had 
previously granted. Manufacturers, as 
well as merchants and capitalists who 
have pledged goods or securities, pre- 
cipitately endeavor to sell in order to 
repay the sums now being demanded of 
them. Means of payment become less 
abundant and their circulation slackens. 
The prices of securities and goods fall, 
and debtors whose burdens are increased 
by this depreciation are compelled to 
suspend payment. The public gets 
alarmed and starts hoarding money. The 
supply of goods and securities exceeds 
the demand. In short, we have a crisis. 


SIGNS OF AN EXCESSIVE DEMAND 
FORESHADOWING A CRISIS 


Would it have been possible to fore- 
see the crisis? How can it be seen that 
demand has become excessive, and that 
a reduction in the advances granted by 
bankers and in the means of payment is 
imminent? 

It is surprising that although the suc’ 
cessive crises which have occurred dur’ 
ing the last century have been separated 
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only by short intervals, the recollection 
of their symptoms has each time been 
obliterated. In the light of experience 
the precursory signs of a period of 
economic depression are sufficiently ap- 
parent: 

Share prices are forced up to a level 
at which it would be impossible to ex- 
pect a normal rate of remuneration; 

The public purchases shares feverishly, 
not for the purpose of securing a 
revenue but to obtain a profit on the 
purchase price; 

Confusing with income the profits 
thus obtained or anticipated people in- 
crease their expenditure, and the demand 
for articles of consumption, particularly 
luxury articles, rapidly expands; 

Having become rich, or thinking they 
have, people compete for houses and 
land; architects and builders work over- 
time and the price of real property rises 
to excessive heights; 

Bank deposits increase enormously, 
and bankers continue to lend largely, 
mistaking for a growth of public wealth 
this increase, which is the result of 
credits granted; 

The abundance of available funds and 
the profits made by so many undertak- 
ings stimulate a flow of new issues, to 
which the public subscribes, indiscrimi- 
nately, a portion of the proceeds going 
to swell the demand for industrial 
equipment. 

Every one of these signs points to an 
exaggerated consumption, which is about 
to involve such a demand for means of 
payment that purveyors of credit at 
length become frightened. 

Notwithstanding the temptation of 
rates of interest out of all proportion to 
the possible yield of securities and real 
property pledged, lenders belatedly de- 
cide to reduce the amount of their ad- 
vances. 

The prices of securities and goods 
begin to drop, without there being any 
apparent justification for a slump, either 
in the political situation, the commercial 
statistics or the volume of orders booked. 

A crisis is generally started by appre- 
hensions inspired by the condition of 
some great industrial undertaking, bank 


or well known financier. In 1847, 1866 
and 1873 crises were caused by the 
failure of railway companies; in 1836, 
1857, 1882, 1890 and 1900 by the 
failure of banking establishments. A\l- 
though these failures were mere inci- 
dents occurring in Great Britain, France, 
Germany or the United States they 
sufficed to bring about international 
crises. In 1920 the difficulties of two 
French banks, and of an Italian and a 
Belgian bank, had their most serious re- 
action on the American market. 

It is not at all surprising that a finan- 
cial crash should prove the occasion of 
an economic catastrophe, seeing that 
credits are based on confidence and that 
purchasing capacity, and consequently 
consumption, necessarily vary with the 
expansion and restriction of credit. 

In the inception and in the cure of 
crises the part played by the banks is of 
paramount importance. They pave the 
way to a crisis by granting loans on 
securities and goods the sale of which 
cannot reasonably be anticipated in the 
near future, or—in order to satisfy pub- 
lic appetite—by favoring new issues of 
which the proceeds will go to the pro- 
duction of superfluous equipment. 

Their reckless borrowers have no rea- 
son to complain of these over-generous 
loans; but it is the duty of the banks, as 
administrators of credit, to insure that 
the system on which it is granted is 
sound. 

The present crisis, however, cannot, 
like its predecessors, be attributed solely 
to an unforeseen decline in consumption 
owing to a restriction in the means of 
payment; moreover, this restriction is 
not solely due to the action of the banks. 


CAUSES OF THE PRESENT CRISIS 


In many industries equipment has 
been increased more rapidly than was 
warranted. And this mainly for three 
reasons: 

Certain enterprises sprang up during 
the war either to take the place of others 
which were prevented by circumstances 
from producing or exporting, ‘or else to 
supply temporary requirements. 

Immediately’ after the war consump- 
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tion was increased by reconstruction 
works and was stimulated by the illu- 
sions and fears of currency inflation. 

As labor was rendered more and more 
costly by the benefits enacted on behalf 
of the workers and their families, or 
else by the restrictions imposed on im- 
migration, many undertakings acceler- 
ated the mechanization of their works 
in order to reduce their staffs. 

After the armistice and signing of the 
peace treaties, the industrial countries. 
which had been deprived of colonial 
produce owing to naval warfare, bought 
foodstuffs, raw materials and metals 
overseas, and sent out consignments of 
goods and equipment proportionate to 
the exceptional volume of these pur- 
chases. 

Economic nationalism and the modi- 
fication of frontiers have encouraged, 
behind the shelter of protective tariffs, 
the duplication of plants in existence 
elsewhere. 

Thus, the consumption of nitrates in- 
creased from 720,000 tons in 1919 to 
2,360,000 tons in 1929. But undertak- 
ings within the nitrate cartel, which con- 
trols 80 per cent. of the world’s produc- 
tion, have developed their equipment to 
a point that would enable them alone to 
produce 4,000,000 tons per annum. But 
nitrogenous fertilizers can only be 
brought into wider use by patient 
propaganda, and they are not suitable 
for every kind of soil. 

On the other hand, nearly the whole 
of the world’s gold supply has accumu- 
lated in the central banks of a small 
number of countries. Being creditor na- 
tions, some of these countries have, by 
their fiscal policy, rendered it difficult 
for their debtors to discharge their 
liabilities otherwise than by sending 
gold; at the same time, they have not 
ventured to grant loans abroad, which 
would have restored to world circula- 
tion a considerable portion of the stock 
of metal they hold. 

Most of the central banks, being gov- 
erned by legal enactments which oblige 
them to hold gold coin and bullion in 
proportion to the amount of their sight 
engagements, and particularly their note 


THE BANKERS MAGAZINE 


circulation, have been forced to restrict 
the facilities which they grant to private 
banks. The latter, in turn, have been 
compelled to reduce credits, the more so 
as the nervousness of the public threat- 
ened them with large withdrawals of 
deposits. 

The flow of trade has been hampered, 
in various degrees, by anti-foreign agita- 
tion and other troubles in China and 
India, revolutions in Latin America, a 
widespread feeling that peace in Europe 
is yet ill-assured, and the abnormal char- 
acter of commercial relations with the 
Soviet Union. 

Finally, in almost every country, ex- 
cessive taxation has been imposed in 
order to cover compensations and debts 
arising out of the war, or “social bene- 
fits” voted light-heartedly in response to 
a generous impulse. Those industries 
whose customers are not among the 
beneficiaries of public expenditure have 
been prevented, by these levies, from 
forming reserve funds during the years 
of prosperity, and later, when the crisis 
came, from adjusting their prices to the 
purchasing capacity of their customers. 

On the other hand, mechanical equip- 
ment has frequently been developed to 
such a point that the financial charges 
have become the dominating factor in 
the cost of production. This burden 
cannot be lightened by reducing output, 
and it is consequently an incentive to 
produce regardless of a diminishing de- 
mand. 

But nevertheless, while the rapid ad- 
vance of mechanization and rationaliza- 
tion since the war may, in certain fields, 
once more have carried production 
beyond the possible limits of immediate 
consumption and caused the dismissal of 
workers who have been unable to obtain 
immediate re-employment, they have 
certainly been only a secondary factor 
among the causes of the present crisis. 
By helping industries to specialize, facili- 
tating trade and reducing cost prices 
they have rather delayed the crisis, and 
mitigated its effects. 

[A second article, 


“The Cure of 
Crises,” by Mr. Heineman, will appear 
in the July issue. } 





Rediscount Finance Company Paper 


Proposed Change in Federal Reserve Act Allowing This Would 
Aid in Bringing Back Prosperity 


By MiLtan V. Ayres 


Analyst National Association’ of Finance Companies, Chicago 


OR several years the National As- 
sociation of Finance Companies 
has been actively advocating that 

the notes of finance companies should be 
made eligible for rediscount at the Fed- 
eral Reserve banks, either by a change 
in the regulations of the Federal Reserve 
Board or by an amendment of the Fed- 
eral Reserve Act. Although we believe 
that the board has the power to make 
the desired change in its regulations, it 
has taken the attitude that it is not au- 
thorized to do so under the terms of the 
Federal Reserve Act. We have there- 
fore been obliged to apply to Congress 
for an amendment of the act. 

On April 29, 1932, Senator Sheppard 
of Texas introduced Senate Bill 4550, 
which is our bill. It provides that the 
Federal Reserve Act be amended by 
adding after Section 13 a new section to 
be known as Section 13b, and to read as 
follows: 

“The notes, drafts, and bills of ex- 
change declared eligible for rediscount in 
Section 13 shall include the notes of 
finance and credit companies, the pro- 
ceeds of which have been or are to be 
used for one or more of the following 
purposes : 

‘“(a) For the purchase of obligations 
or evidences of indebtedness created in 
the marketing of goods on a deferred 
payment plan; 

“(b) For the purchase of goods for 
resale; 

“(c) For the purchase of obligations 
or evidences of indebtedness given for 
the purchase of goods for resale; and 

“(d) For the purchase of accounts 
receivable growing out of the sale of 
goods.” 

This means that the notes of finance 
companies having a maturity of ninety 


days or less, when presented to a reserve 
bank by one of its member banks, shall 
be eligible for rediscount, provided the 
proceeds are to be used for one of the 
purposes indicated. These purposes 
may be further defined as follows: 

(a) The purchase of retail instalment 
contracts. 

(b and c) Wholesale financing. This 
is the financing of the retailer’s stock of 
goods for resale and usually, though not 
always, relates to automobiles. This is 
stated under two headings for the pur- 
pose of covering the various methods 
actually in use for accomplishing whole- 
sale financing. Sometimes the finance 
company buys the goods and turns them 
over to the dealer under a trust receipt 
or a consignment agreement, while some- 
times the dealer purchases the goods, ob- 
taining the money therefor from the 
finance company, and giving in return 
a chattel mortgage or other lien docu- 
ment on the goods. 

(d) The purchase of accounts receiv- 
able. The finance company advances 
funds to a manufacturer or wholesaler, 
obtaining in return the right to receive 
payments as they are made on the out- 
standing accounts. This is just as much 
a transaction in commerce and distribu- 
tion as would occur if the manufacturer 
or wholesaler borrowed money to meet 
payrolls, buy raw materials, or to pur- 
chase finished products, any of which 
would result in the creation of eligible 
paper. 


INTENTION OF THE ACT 


When the Federal Reserve Act was 
being drafted in 1913, the intention was 
that the amount of Federal Reserve 
bank credit outstanding and also the 
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amount of Federal Reserve currency in 
circulation should vary in proportion to 
the amount of business being transacted. 
This was to be brought about by the 
fact that Federal Reserve credit was to 
be created by discounting eligible com- 
mercial paper, and the further fact that 
this same eligible paper was to be used 
as collateral for the issuance of Federal 
Reserve notes. It was assumed as a 
matter of course that the amount of 
eligible paper created would be propor- 
tional to the amount of business being 
transacted. 

This plan has not worked at all as in- 
tended. Instead of varying with the 
volume of business done, the quantity of 
eligible paper created has almost steadily 
decreased in the years since the war in 
spite of the fact that until near the end 
of 1929 the volume of business was al- 
most constantly and rapidly increasing. 

This astonishing decrease in the 
amount of eligible paper is well shown 
by the following tabulation, which 
shows the volume of eligible paper held 
by the member banks of the Reserve 
System in per cent. of their total loans 
and investments from the end of 1920 
to the end of 1931. This percentage has 
shown a surprisingly uniform decrease, 
averaging 1.53 per cent. per year, and 
making a total drop from 25.3 per cent. 
at the end of 1920 to 8.4 per cent. at 
the end of 1931. If this decrease should 
continue at the same rate, eligible paper 
would disappear by the middle of 1937. 


ELIGIBLE PAPER HELD BY MEMBER BANKS IN 
PER CENT. OF THEIR LOANS AND 
INVESTMENTS 

Date Per Cent. 

December 31, 1920 

June 30, 

June 30, 

June 30, 

June 30, 

June 29, 

June 30, 

June 30, 

December 31, 1931 


This unexpected decrease in the quan- 
tity of eligible paper would long since 
have necessitated the amendment of the 
Federal Reserve Act in order to keep the 


Reserve System functioning, if it had 
not been for the war-time provision per- 
mitting Government securities to be sub- 
stituted for eligible commercial paper. 
Even this provision would not have been 
sufficient if it had not been for the 
enormous increase in the amount of Gov- 
ernment bonds brought about by the 
war. 

This decrease in the amount of eligible 
paper has been the result of changes in 
the methods of doing business, which 
were not foreseen at the time of the 
creation of the Federal Reserve System. 
One of these changes is the acquirement 
by many large business concerns, through 
the sale of securities or otherwise, of 
such large amounts of working capital 
that they no longer have to borrow from 
the banks in order to carry on their af- 
fairs. Another type of change having 
this effect is well illustrated by the con- 
ditions prevailing in the automobile in- 
dustry. 

The automobile manufacturers do not 
stock any of their product and they de- 
mand and receive cash on delivery, 
shipping their cars sight draft with bill 
of lading. If they followed the older 
method of stocking large amounts of 
product and of allowing their distribu- 
tors and dealers ninety days in which to 
pay, they would have to borrow large 
sums of money from the banks, which 
borrowings would be evidenced by 
promissory notes or by trade accep- 
tances. These would be eligible paper. 
The dealers are enabled to pay cash by 
reason of the fact that they receive 
funds from the finance companies for 
that purpose and the further fact that in 
effect they sell their product only for 
cash. It is true that in two-thirds or 
more of the cases the dealers do not get 
cash in full from their customers, but 
what cash they do not get from their 
customers they obtain from the finance 
companies which purchase the _instal- 
ment contracts. Note that both the 
wholesale financing and the retail financ- 
ing activities of the finance companies 
are involved in this process. 

Thus through the activities of the 
finance companies, the creation of an 
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enormous amount of eligible paper is 
obviated, while at the same time other 
and better paper is created which under 
the present rules is not eligible. While 
the automobile industry is the one in 
which this method is most uniformly in 
effect, there are many others in which a 
similar process is occurring. The opera- 
tions of finance companies are an essen- 
tial part of modern methods of com- 
merce. They are part of the system of 
distribution of goods. Even the pur- 
chase of an instalment contract is not, as 
it appears, an action subsequent to the 
completion of the sale, but is rather a 
condition precedent thereto. Frequently, 
when the ultimate consumer is negotiat- 
ing with the dealer for the purchase of a 
car, the dealer takes up the matter with 
the finance company. The latter makes 
an immediate investigation of the credit 
of the prospective purchaser and notifies 
the dealer of its willingness to buy the 
paper even before the contract of sale is 
signed. Thus the transaction is one of 
the necessary steps in the process of dis- 
tribution. 

The money used by finance companies 
comes in part from their own resources 
and in part is borrowed from banks. 
We estimate that in normal times the 
average amount borrowed from banks is 
about one and twortenths billions of dol- 
lars. That represents the amount of 
eligible paper which might be in exis- 
tence at any one time as a result of ad- 
mitting finance company notes to eligi- 
bility. This would be very much less 
than sufficient to bring the amount of 
eligible paper in existence back to where 
it was in 1920, but it would be sufficient 
to have an important and desirable effect 
on the condition of the banks of this 
country. 

This proposition is not inflation be- 
cause it does not contemplate the crea- 
tion of any new credit whatever. It is 
merely a proposition to make certain 
paper which the banks already have in 
their portfolios more useful to them as 
a readily realizable reserve in case of 
need. Most of this paper would never 
be rediscounted. That is clearly shown 
by the fact that the banks never have 
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rediscounted more than a small fraction 
of the eligible paper which they held. 
In spite of the fact that most banks dis- 
count very little of their eligible paper, 
the fact remains that, during the last two 
years especially, many banks would have 
been saved from failure if they had had 
among their assets substantial amounts 
of eligible paper instead of similar quan- 
tities of slow and frozen investments. 
Finance company paper is safe. It is 
actually safer than many kinds of paper 
now eligible. The losses sustained by 
banks through the failure of finance 
companies to pay their notes, not only 
during this present depression, but dur- 
ing all the years since finance companies 
came into existence, have been entirely 
negligible and almost entirely non-exis- 
tent. There is no other class of commer- 


cial paper with so good a record. 


NO SPECIAL PRIVILEGES 


The enactment of Senate Bill No. 
4550 would not confer upon finance 
company notes any privileges or immuni- 
ties not enjoyed by commercial paper 
now eligible. It would have to be of 
not more than ninety days maturity at 
time of discount, it would have to be 
indorsed by a member bank, and it 
would be subject to such reasonable 
tests as might be set up by the board 
in its regulations. We believe it wise 
to leave the details of such tests and 
limitations to the decision of the board, 
rather than to embody them in the 
statute. 

In spite of the excellent record made 
by finance companies during the depres- 
sion most of them are finding it increas- 
ingly difficult to borrow from banks the 
funds necessary to enable them to carry 
on their business. This means that in 
many cases goods which might advan- 
tageously be sold on instalments are not 
being sold at all. In the May, 1932, 
issue of Electrical Merchandising, L. E. 
Moffatt analyzes the present difficulties 
of the dealers in electrical appliances. 
He says that one of the most important 
reasons for the present recession in sales 
in that field is the virtual impossibility 
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of dealers to get instalment finance ac- 
commodations. He says, “Again let me 
state that these small dealers are in a 
bad way today. They cannot finance 
their instalment paper and in conse- 
quence many of them are not even try- 
ing to do business. In normal times the 
appliance dealer has depended on his 
local bank for enough money to handle 
at least a part of his instalment accounts. 
Today local banks have shut down on 
him. The finance companies also have 
been steadily restricting dealer credit.” 
He goes on to advocate that the electric 
utility companies step into the breach 
by virtually going into the finance com- 
pany business to the extent of buying 
the instalment paper from the electric 
appliance dealers. 

It is generally recognized that one of 
the most essential requirements for the 
recovery from the depression is an in- 
crease in the volume of consumer pur- 
chasing. It is not in the field of food 
and clothing that such increase is 


needed. Our people have not been re- 
stricting their purchases very much in 


these fields. The increase of purchasing 
is needed in the more expensive and 
more durable classes of goods. In those 
classes, that is, which depend to the 
greatest extent on instalment selling, 
such as automobiles, furniture, oil burn- 
ers, household stokers, electric refrigera- 
tors and radios. Thus anything which 
can be done to make it easier for the 
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finance companies to function will aid in 
increasing consumer purchases, and thus 
in increasing the total volume of busi- 
ness and bringing about a turn toward 
prosperity. 

It is not only dealers in the electrical 
appliance field who are being deprived 
of banking accommodations, the same is 
true in many other fields and particu 
larly in that of the automobile. Formerly 
automobile dealers derived a large part 
of the funds needed for their wholesale 
financing from their local banks, but to- 
day it is almost literally true that they 
can get no money from banks, and that 
the finance companies are their sole re- 
source for funds for this purpose. Hence, 
the finance companies must be able to 
borrow funds for both wholesale and 
retail financing if the automobile indus 
try is to take the leading part which is 
expected of it in breaking the strangle- 
hold of the depression. 

If finance company notes were eligible 
for rediscount at Federal Reserve banks, 
a great many banks which are now re 
fusing to loan money to finance com- 
panies would be glad to do so, with the 
result that both wholesale and retail 
credit would be made more available to 
the dealers in a large number of lines of 
consumer goods and there would be a 
corresponding increase in the sales of 
these goods—an increase which is one of 
the most essential factors in the return 
of prosperity. 





Trust Development of the Future 


New Policies Needed for New Era of Quality Rather Than 
Mass Selling 


By A. Key Foster 
Assistant Trust Officer Birmingham Trust & Savings Company, Birmingham, Ala. 


RUST work, in the South at 
T fest is at -the present moment 

entering upon a new era in its 
comparatively short life. In the last 
few months there came to a close a 
stage in the development of trust 
service, which, for the purpose of 
designation, I am going to call the 
“mass development” era. This period, 
while valuable, was also a dangerous 
stage and, but for the workings of 
fate, might have resulted dizastrously 
for many trust companies for years to 
come. 

While trust work in the South has 
largely developed in the last few years, 
those who have been identified with it 
from its early stages are sometimes 
accused of taking the position of 
bearded sages in the profezsion and 
looking with disfavor upon any radical 
departure from the old order of 
things. However, the era through 
which we have just passed has now 
been tried and found to have some 
dangerous weaknesses from the stand- 
point of trust development. Therefore, 
in criticizing the “mass development” 
era, I want to touch upon its weak- 
nesses briefly in the hope that we may 
be better prepared to enter upon the 
new era which is at hand. 

In the early days of trust service 
we were taught that a trust department 
must be sold to the public upon the 
basis of its personnel and the efficiency 
of its administration department. We 
were taught that the only real argu- 
ment that could be offered for the 
corporate trust plan was the consoli- 
dated and efficient business experience 


From an address before the Southern Trust 
Conference. 


available to the prospect, strengthened 
and enhanced through its perpetual 
existence. Therefore, the new business 
activities must necessarily follow a step 
behind the development of the admin- 
istration department. This process was 
slow and meant that the growth of 
trust companies must be a matter of 
years or generations. 


ERA OF THE SALESMAN 


Then. came the period of prosperity 
with its speeding up of all business— 
the era of the salesman. Many new 
trust prospects appeared, but the invest- 
ment businesses with their modern sales 
methods seemed to be getting all the 
business. The trust companies already 
in the field began to emphasize the 
living trust plan and the result was 
rapid growth. Banks throughout the 
country began to feel that there must 
be a veritable gold mine in this by- 
product of banking and many hastened 
to qualify for trust services. However, 
they were not content to await the 
natural growth of their trust depart- 
ment, even enhanced by living trusts. 
They seemed to look upon the field 
of prospects as a sort of oil field which 
must be pumped dry as soon as poszible, 
with the trust department most active 
in development work getting the most 
business. This, was the beginning of 
the “mass development” era. 

There appeared trust solicitors, sales- 
men from every walk of life—attractive, 
alert and smart young fellows—born 
salesmen no matter what the line of 
goods to be sold. The old order of 
things was soon forgotten. No longer 
did the administration department of 
the trust company take the lead. It 
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became the attitude of many companies 
that the trust prospects must be signed 
up as speedily as possible regardless 
of whether or not the administration 
department was prepared to discharge 
the duties that these wide-awake young 
solicitors were promising to the cus- 
tomers. They reasoned that by the 
time these trusts would go into effect 
the administration department would 
have had plenty of time to enlarge 
and to meet the requirements as they 
arose. So far not so bad, but here is 
where the injurious features appeared. 

Many of these young and enthusiastic 
solicitors, having a bare working knowl- 
edge of trusts and never having had 
anything to do with administration 
work, began to shake the bushes for 
prospects. Everyone seemed to be 


wealthy so there appeared to be no 
particular need to give attention to the 
condition of the estate of the prospect. 
Soon high-pressure selling methods be- 
came common and no longer was there 
any care or concern by the solicitor 
as to whether the estate of the prospect 


would be a desirable or profitable one 
to administer. Volume of new business 
was the crying urge. 

We know only too well the balance 
of the story. A _ solicitor was con- 
sidered a failure who could not bring 
in a million dollars of new business in 
a month, and I am afraid many extrav- 
agant representations were made in 
selling the trust idea. If this process 
had continued much longer. many trust 
companies would have found themselves 
presently, or at least in the course of 
a very few years, swamped with un- 
profitable business. The administration 
of such estates would necessarily have 
brought discredit upon their institutions 
and, of course, loss of prestige in their 
respective communities. However, the 
deflation saved the day. It came before 
any great basic injury had been done 
to the trust plan. 

Now the millionaire has again be- 
come a rare and awesome individual 
and many of the trusts that were 
credited to the solicitor as splendid 
pieces of business when brought in 


have dwindled to nothing. We stand 
on the threshold of a new and much 
more promising era than the one 
through which we have just passed. | 
would like to call this new period the 
“quality” era. A large percentage of 
the supposedly wealthy prospects have 
evaporated in a cloud of paper profits. 
Many trust companies, active in the 
last few years, will find that they have 
on file a great number of wills made 
by testators who are almost, if not 
quite, insolvent now. These companies 
are confronted with the problem of 
getting these wills changed before they 
go into effect. It would be quite 
embarrassing to have to renounce or 
decline to act under a will which the 
bank’s prize solicitor had wrested from 
the testator by the use of all of his 
high-pressure methods, but, at the same 
time, it would be a loss to the trust 
company to attempt to act under it. 


NEW ERA PRESENTS PROBLEMS 


The new era presents new problems, 
but I believe we will find an answer 
to them all in our past experiences. 
Let us go back to our first principle of 
trust development, which is, that the 
true basis for trust solicitation is the 
record of performance of the admin- 
istration department of the trust com’ 
pany and not the extravagant promises 
of a solicitor who knows next to 
nothing at all about the actual opera- 
tion of the administration department. 
Some of us like to think that we have 
never departed from that fundamental 
principle. So, with this background, 
let us consider some of the practical 
future policies for new business develop- 
ment. 

The opening wedge for new business 
development is, of course, advertising; 
newspaper and direct-by-mail, as the 
backbone, with various other media to 
meet the needs of each particular com: 
munity. The subject matter should be 
distinctly conservative and dignified in 
character, with greatest emphasis upon 
educational features. Unfortunately, 
trust departments have been included 
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very generally with commercial banking 
in the present undesirable attitude of 
the public toward banks. Our great 
undertaking for the immediate future, 
in financial advertising in general, is 
to correct this attitude. In trust ad- 
vertising it is to divorce trust work 
in the minds of the public from the 
broad field of commercial banking. To 
do this, naturally, the advertisements 
must be very carefully worded because 
of the tendency of the public to mis- 
construe and to misquote what is 
actually said. Likewise, I am convinced 
that for the present, at least, the 
competitive attitude in newspaper ad- 
vertising should be definitely subdued 
if not entirely eliminated. In our 
great need for the strengthening of 
public confidence in banking institu- 
tions, we must all work together to 
the common end of convincing a very 
timid public that the sins or misfortunes 
of the weaker members of the banking 
profession do not make the rule. The 
record of accomplishment of our trust 
departments will probably be our best 


appeal to the public, but presenting 


this record in newspaper advertise- 
ments calls for a steady hand and a 
delicate touch. 

Direct-by-mail advertising is, I be- 
lieve, the most satisfactory medium of 
trust advertising at the present time. 
Much more can be said and in a more 
intimate and direct manner. However, 
conditions are changing so rapidly that 
to be effective mailing lists must be 
thoroughly revised. Men who were 
splendid prospects three years ago are 
dead wood in a mailing list now. On 
the other hand, there are many men 
in every community, heretofore finan- 
cially obscure, who will emerge from 
this period of depression as the financial 
leaders of that community. The usual 
methods for securing credit informa- 
tion are unsatisfactory and misleading. 
Therefore, the person in charge of the 
trust mailing list may well do two 
things: 

First, he should reduce the size of 
his list materially, eliminating all of 
the smaller prospects and all of the 
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elderly men whom the depression has 
broken. Of course there are exceptions, 
but the general rule is that the small 
prospects have become too small and 
the old men won't recover from the 
depression. 

Second, he should personally investi- 
gate each name on the list and get 
definite current credit information on 
each one. If he can’t get any current 
information on a name, let him take 
it out. A few good names, in times like 
these, can be worked most successfully 
and, at the same time, the high quality 
of mailing pieces need not be changed 
even though the advertising budget has 
been cut. In a comparatively short 
time, the mailing list will have entirely 
changed and, starting right now, par- 
ticular attention should be given to 
this item. My own mailing list has 
been reduced to one-half of its former 
size and it is being reviewed continually 
in an effort to keep it up to date. 


PERSONAL SOLICITATION 


Trust new business development can 
be carried out successfully only by 
personal solicitation, following proper 
preliminary advertising. But what proce- 
dure should the solicitor follow—that 
is the most difficult question. 

In the first place, there is a new 
type of person called for. He should 
be far enough advanced in years to 
inspire confidence in his business expe- 
rience and knowledge. He should have 
an easy, passive manner and, at the 
same time, be well versed in his sub 
ject. I don’t believe there is any place 
for high-pressure methods in this new 
type. Instead he must be patient and 
courteous when put off and must be 
a sympathetic listener rather than an 
overpowering talker. It is important 
also that he be able to sell to the 
prospect’s wife—she is going to be a 
most important factor from now on. 

It might be well to take the former 
trust solicitors into the administration 
department and give to the new busi- 
ness department some of the more 
experienced administration men to be 
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trained for development work. Such 
an arrangement would be beneficial 
both ways. The trust solicitors who 
go into administration work would have 
a knowledge and appreciation of the 
goal of efficiency of the administration 
department which would be of value 
to them in any administration work 
that they may undertake, and _ the 
administration man who goes into new 
business work would be better qualified 


to sell the prospect from actual observa- 


tion and experience upon the advan- 
tages and functions of the trust depart- 
ment. But, most important of all, 
the solicitor in the future mu:t have 
ever before him the important question 
of whether or not the estate of a 
prospect upon whom he is working 
will prove desirable from the admin- 
istration department’s point of view. 
It is most important that every piece 
of business in the future be weighed 
carefully by someone in a position to 
know its true value before it is 
accepted. 

People, as a whole, are cold on the 
trust plan. They will soon regain 
their former high regard for banks and 
will recognize the distinction between 
banks and trust companies. It then 
becomes a question of selling to the 
public the individual trust company 
rather than the general trust plan. 
I think that the most appealing feature 
is to have solicitors in the field who 
have had actual experience in admin- 
istration work and who are, therefore, 
in a position to point out to the 
prospect the many different ways in 
which the trust company can render 
to his estate, not only the efficient and 
careful business service for which a 
trust company stands, but also friendly 
and sympathetic assistance to his family 
in their personal and domestic problems. 
The wife of the prospect must be 
sold; she may take it for granted that 
her husband understands the business 
side of the plan, but she feels that the 
personal side, as it applies to her 
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domestic problems, is one for her to 
consider. As a matter of fact, I have 
felt for some time that the chief resent- 
ment which the prospect’s wife usually 
harbors against the trust plan is the 
feeling that the trust company is a 
cold, efficient, heartless corporation, to 
whom she will have to go with all 
manner of personal and domestic prob- 
lems and who will not be interested 
in her affairs or be willing to advise 
with her and help her. Of course 
just the opposite is true and therefore 
the administration man is best qualified 
to convince her by, perhaps, recitations 
of actual experiences, of course without 
the use of any names, to show just how 
intimately trust departments work with 
the beneficiaries and how broad is their 
field of experience and understanding 
of the domestic problems with which 
she will be confronted. 

In the past era, the trust prospect 
was principally interested in the rate 
of return that the trust company might 
be expected to produce—he took it for 
granted that any mortgage or bond 
investment might naturally be expected 
to be safe. But since the depression a 
different state of mind has arisen. The 
trust salesman must now be able to 
show to the prospect the reasonable 
safety of the principal rather than the 
high income return of the investment. 
This is a desirable state of mind, be- 
cause, after all, the chief virtue of the 
trust plan is security of principal, even 
though there may be a relatively low 
yield in income. A major benefit from 
this depression is the lesson which it 
has taught the public with regard to 
the relationship of safety to yield. The 
trust solicitor should therefore approach 
the business aspect of trust solicitation 
by showing to the prospect the various 
safe-guards thrown about the principal 
in trust investments and thereby lead 
the prospect to appreciate the security 
of his investment. He will, I believe, 
in most instances accept the relatively 
low yield, if necessary. 
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have not in the last two or three 

years given a great deal of thought 
to the question of co-mingling the trust 
investments of small estates. So many 
talks have been made and so many 
articles written on the subject that it 
seems almost impossible to add anything 
new. 

Undoubtedly, the advantages of the 
plan are many but, on the other hand, 
the problems and complications are both 
numerous and difficult of solution. The 
result is that after months of study one 
comes to the conclusion that there is no 
plan of setting up and operating a co- 
mingled fund that will not have at least 
some material objection under the pres- 
ent status of tax and investment laws. 
I do not mean to say that these objec- 
tions may not be more than offset by the 
advantages, but am merely pointing out 
that there are objections. 

Let us trace the evolution of the trust 
investment idea. The early theory was 
that the investments of each trust should 
be kept separate and distinct from all 
other funds. Perry, in his work on 
trusts, makes the following statement: 
“Trustees ought not to mix trust-money 
with other moneys and take a joint mort- 
gage for the whole, for this would be to 
complicate the trust with the rights of 
strangers; trustees should not 
ordinarily mingle funds of different 
trusts in one investment, even though 
the different trusts were established by 
the same will.” Generally, the courts 
have upheld this statement of the law. 
There are some jurisdictions, however, 
in which the practice of co-mingling has 


TL isve are few trust officials who 


From an address before the Fifth Southern 
Trust Conference. 


the sanction of the courts and in still 
others statutes have been passed author- 
izing it. 

It is, however, sometimes very difh- 
cult under the rule laid down by Perry 
to get the proper diversification in the 
investments of the average small estate 
or trust. The difficulty in placing un- 
invested balances and the problems of 
diversification in the matter of mortgages 
early led to the practice of taking such 
mortgages for the account of several 
trusts and issuing to each, participations 
therein. This, however, did not solve 
the problem of diversification in other 
types of securities. The small trust 
could not possibly enjoy the degree of 
safety from spreading the risk over many 
investments that the larger estate en- 
joyed. It therefore became apparent 
that if the funds of many small trusts 
could be pooled or co-mingled and the 
whole invested in a well-selected and 
well-diversified list of securities the small 
trust would reap great benefit therefrom. 
And, in addition to the advantage of 
diversification, it was thought that such 
a method would also provide for prompt 
investment of small amounts and would 
greatly simplify the management and re- 
view of the investments of such small 
trusts. It was thus that the idea of the 
co-mingled fund came into being. 


ADOPTED BY MANY BANKS 


Many banks and trust companies have 
already adopted co-mingled funds. These 
are designated under various names, 
such as composite investment funds, uni- 
form trust plans, co-mingled trust funds, 
investment pools, fiduciary investment 


funds, etc. While probably no two 
funds in existence at this time are iden- 
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tical, they all have some common or 
similar characteristics. Their use is 
usually restricted to those trust estates 
being administered by the trust com- 
pany operating the fund. As originally 
set up, the funds of various trust estates 
available for investment are transferred 
to the common fund. In some cases 
certificates of participation are issued to 
each trust. In others, bookkeeping 
entries alone furnish the evidence of 
such participation. In practically all 
cases, however, it is customary to have 
the original participation represented by 
a number of units of equal value, as for 
instance $100 each. This original unit 
value is the par value of the unit of 
participation. The actual value may 
vary from time to time. The collective 
fund is then invested and managed 
under the authority of the investment 
committee and officers of the trust com- 
pany. On definite valuation dates there- 
after, usually monthly or quarterly, the 
entire fund is valued. That is to say, 
each security and asset in the fund is 
given its true value on that date, using 
the market value, if any, and otherwise, 
an appraised value. Only on such valua- 
tion dates are additional participations 
or withdrawals of participations per- 
mitted. Such additional participations 
and withdrawals are made at the unit 
value determined on the valuation date, 
by dividing the total value of the fund 
by the total number of outstanding 
units. If the securities in the fund have 
enhanced or decreased in value since the 
original creation of the fund, such ad- 
ditional units of participation will be 
paid for at a price above or below par, 
as the case may be. 

Income calculations are also made on 
the valuation dates. In determining the 
distributable income all interest and 
other income payable in definite fixed 
amounts is calculated on an accrual basis 
since the last valuation date. Income 
not payable in definite fixed amounts is 
usually calculated on an actual receipt 
basis. The expense of operating the 
fund is deducted and a proper adjust- 
ment is made for any interest in default. 
The net income thus determined is then 
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divided by the total number of units of 
participation in the fund, and each trust 
is credited with the amount of income 
represented by the number of units held 
in such trust. Thereafter, as actual col- 
lections of income are made, such ‘col- 
lected income is distributed to the vari- 
ous trusts. For convenience, this actual 
distribution may be made at monthly 
intervals. 

In some of the co-mingled funds pro- 
vision is made for setting up a reserve 
for contingencies and losses. In. such 
cases it is customary for the management 
committee of the fund to determine 
periodically the amount of income to be 
credited to the participants. This prac- 
tice can, of course, be adopted only 
under express authority therefor con- 
tained in the various trust agreements, 
as it would otherwise cause undue com- 
plications with reference to the relative 
rights of life tenants and remaindermen. 
In the unincorporated fund it might also 
violate statutes against accumulations. 
In other types of funds it is customary 
on the valuation dates to credit to the 
various trusts the entire income without 
deduction for reserves. 

There are in use at this time at least 
three different mechanical methods of 
setting up the fund. These will be 
designated and briefly discussed under 
the following titles: the pool plan, the 
trust plan and the corporate plan. 


THE POOL PLAN 


The theory of the pool plan is that 
each trust estate, holding participations 
in the fund, owns outright a fractional 
undivided interest in each asset in the 
common fund. Such common fund is, 
of course, administered and managed for 
the equal benefit of the participating 
estates by a common trustee acting under 
the several trust instruments. It is need- 
less to say that in making investments 
under this plan, the trustee must not ex- 
ceed the investment authority set forth 
in the instrument creating any par- 
ticipating trust. For this reason it is 
customary to adopt a uniform invest- 
ment clause to be written into each 
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trust instrument adopting the plan by 
reference. 

Obviously, the accounting problems 
encountered in this plan are extremely 
complicated. This is true, not only from 
the fact that it is necessary to maintain 
the fund records with reference to 
periodic valuations, the calculation of the 
accrued interest, the crediting of each 
trust with its pro rata share of periodic 
income, and the debiting of each trust 
with all income payments actually made 
to it, but also because it is necessary to 
make many intricate calculations for in- 
come tax purposes. This arises from the 
fact that the income received by the 
common fund is unquestionably taxable 
_ to the individual trust estate, and, since 
each trust owns a fractional undivided 
interest in each security in the fund, the 
relative ownership therein must be 
changed every time units of participa- 
tion are added to or withdrawn from the 
fund. In the former case it amounts to 
a sale by each former participant to each 
new participant of a fractional interest 
in each security in the fund, and in the 
latter case a purchase by each remaining 
participant from each withdrawing par- 
ticipant of a fractional interest in each 
security. In case the market value of 
any security is higher than at the time 
any trust purchased its participation in 
the fund, a taxable profit results. Should 
the market be lower a loss results. This 
fact necessitates the calculation of a 
new tax basis on the interests of each 
trust in each security on each valuation 
date. It would appear that the extremely 
complicated nature of such calculations 
and the resultant increase in the cost of 
accounting is a serious objection to the 
plan, but not sufficiently serious to pro- 
hibit its use. 


THE TRUST PLAN 


Under the trust plan the common 
trustee executes a declaration of trust 
under which it declares that it holds the 
general fund in trust for the pro rata 
benefit of the various participants. There 
is considerable doubt as to just what is 
the income tax status of a fund created 
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under the trust plan. There are some 
decisions and rulings which would seem 
to indicate that such a trust might pos- 
sibly be taxed as an association at cor- 
poration rates. On the other hand, it 
is entirely possible that the courts may 
hold that the income under the trust 
plan is taxed as in the case of a strict 
trust; that is, to the beneficiaries. If it 
is held that the income is taxed to the 
beneficiaries, the same complications 
would arise as in the pool plan, with 
reference to profits and losses on each 
valuation date that a new participant 
comes into the fund or a former par- 
ticipant withdraws. It occurs to me 
that the execution of a declaration of 
trust serves no real purpose. The com- 
mon trustee is without authority to in- 
clude in the declaration any powers 
which are not granted to it by the vari- 
ous instruments creating the several 
trusts. In other words, the instrument 
creating the various participating trusts 
must give to the common trustee all of 
the power and authority it can possess 
and, if the various trust instruments 
contain authority to invest in a specific 
fund, such fund may be set up under 
the pool plan, without the necessity of a 
separate declaration of trust. 


THE CORPORATE PLAN 


Quite a few commingled funds have 
been incorporated as a separate legal en- 
tity. Under this plan the various par- 
ticipating trusts are in fact stockholders 
in the incorporated fund. Since the in- 
vestment of trust funds in corporate 
stocks is not legal in most states, and 
for other reasons outlined later, it would 
appear to be absolutely necessary to have 
specific authority for investing the funds 
of the various estates under this plan. 
When such authority is granted, how- 
ever, the corporate plan probably offers 
the most satisfactory method of handling 
the mechanical and accounting problems 
of the commingled fund. Under it re- 
serves for contingencies may be set up 
without the usual complications as to 
rights of life tenants and remaindermen 
and without a violation of the statutes of 
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accumulation, for under this method the 
investment in the co-mingled fund pre- 
sents no different situation than does the 
holding of ordinary shares of capital 
stock of business or industrial corpora- 
tions. The chief objection to the cor- 
porate plan lies in the fact that the in- 
come of the fund is taxed to the cor- 
poration at corporate rates and to the 
individual trusts as dividends. Further- 
more, there are other corporate taxes, 
such as share taxes, franchise taxes, etc. 
For the purpose of avoiding high income 
taxes, most corporate plans provide for 
the issuing to the participating estates 
both shares of stock and income bonds 
in such proportions that the interest 
payable on the income bonds will absorb 
most of the income received by the cor- 
porate fund. Interest paid on these 


bonds is then taxable to the individual 
trust estate and, in turn, is deducted 
from the corporate income as interest 
paid. While this procedure seems to be 
technically correct, there is a possibility 
that the Department of Internal Rev- 


enue may insist that it is merely a tax 
evasion and seek to have all of the in- 
come taxed to the corporation and the 
distributed income taxed to the indi- 
vidual trusts as dividends. If this should 
happen the taxes paid under the cor- 
porate plan would be so high as prob- 
ably to nullify the advantages of the co- 
mingling principle. 

As stated before, there are some states 
in which the courts have held that co- 
mingling in itself is not a violation of 
the law of trust investments. The com- 
plications, however, are not confined to 
the mere question of the legality of co- 
mingling. ‘We must not lose sight of 
the fact that in the unincorporated co- 
mingled fund each participating trust 
owns a fractional interest in many secur- 
ities and that every time a new partici- 
pant is admitted to the fund there is a 
corresponding sale of fractional inter- 
ests in all such securities. This amounts 
to an almost continuous process of pur’ 
chasing and selling between the various 
trusts. 

It is also probable that the relative 
tights of the several participating trusts 
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may be very materially affected by with- 
drawals from the fund, due to liquida- 
tion of quick assets for the purpose of 
providing funds for such withdrawals. 

There is also the question of calculat- 
ing the actual rights of life tenants and 
remaindermen in the participation, 
should the participating trust be termi- 
nated by the death of life tenants be- 
tween valuation dates. 


QUESTIONS OF ADMINISTRATION 


These and many other questions in- 
volving the relative rights of the par- 
ticipating trusts arise in the administra- 
tion of a mingled fund and it would, 
therefore, seem impractical, if not actu- 
ally dangerous, to attempt to administer 
a co-mingled fund on the mere authority 
of a court decision authorizing the prac- 
tice of co-mingling. While it is doubt- 
less true that a statute might be so 
drawn as to cover all of the necessary 
questions arising in the administration 
of such a fund, it does not seem reason- 
able to expect that a statute would be 
drawn at this time sufficiently broad to 
cover all such questions. This is due 
to the fact that the whole scheme is in 
its infancy and has not yet been tested 
by time and usage. 

It would consequently seem that no 
co-mingled investment fund should be 
attempted, except under the expressed 
authority to invest therein contained in 
the instruments creating the various par- 
ticipating trusts. The plan, therefore, 
probably cannot be used on those trusts 
already in existence, unless such specific 
authority has been given or may here- 
after be given by amendment of the 
trust agreement. 

While I have pointed out many com- 
plications, there are still other objections 
to the general plan which have been 
voiced by those with whom I have dis- 
cussed the co-mingled idea. 

Some feel that the plan is so similar to 
the investment trust that the public is 
likely to look upon it with disfavor. 

The objection has been raised that, 
since the fund must be operated in the 
name of the bank, any material shrink- 
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age in the value of the securities will 
likely reflect unfavorably on the banking 
institution, because the public will prob- 
ably consider the fund as part and parcel 
of the bank itself. 

Others feel that, since the plan pro- 
vides for the additional safety of di- 
versification and no securities belong 
outright to any particular trust, the in- 
vestment committee is likely to take less 
pains with the fund than in investing 
the specific funds of a particular estate. 

Many trust officials have felt that the 
beneficiary would much rather have the 
trust own the entire interest in its in’ 
vestments: that there is a natural objec- 
tion to holding an undivided interest 
with many others in a much larger 
group of securities. The idea seems to 
be that a beneficiary of a trust partici- 
pating in a co-mingled fund might feel 
that it would be hard to tell exactly what 
his trust did own. 

One of the most perplexing questions 
with reference to the use of the co- 
mingled fund is that of the redemption 
of participations made necessary by the 
withdrawal of funds invested therein. 
In normal times it is not contemplated 
that the problem of withdrawal will 
cause any great amount of trouble, since 
incoming funds will likely be ample to 
care for redemption. In times of great 
depression, however, there is extreme 
doubt as to the ultimate effect of con- 
tinued withdrawals. The difficulties are 
likely to be greatly accentuated in that 
type of fund composed largely of rev- 
ocable trusts. The possible lack of 
confidence on the part of the public and 
the demand for cash resources would 
tend to increase to a great extent the 
redemption requirements during such 
periods. Redemption may be accom- 
plished either by payment in cash or by 
delivery of securities or investments in 
kind. In either event the redemption is 
based on the actual market or appraised 
value of the fund at that time. Since 
the liquidation or the delivery of securi- 
ties at a depressed value seems likely to 


increase the lack of confidence, it seems 
to me that the withdrawal deminds 
would be consequently accelerated by 
this process. 

It should not, however, be unduly 
dificult to so manage the investments 
held in the co-mingled fund as to pro- 
vide funds to meet all requirements. 
The problem is not unlike that of com- 
mercial bank management, in so manag: 
ing its investment account as to provide 
the necessary primary and secondary re- 
serves to meet all demands. The degree 
of liquidity and the consequent decrease 
in yield will naturally depend to a great 
extent on the percentage of revocable 
trusts represented in the co-mingled 
fund. Should the fund be participated 
in largely by living trusts, revocable at 
the will of the beneficiary, the manage- 
ment would doubtless deem it necessary 
to carry a large percentage of extremely 
liquid securities which could be con- 
verted into cash with little loss. On the 
other hand, should the fund be composed 
largely of trusts terminating on the hap- 
pening of some future event, such as the 
death of the life tenant, the withdrawal 
demands would be consequently light 
and the fund could, therefore, contain 
a large percentage of long-time bonds 
and mortgage loans with a consequent 
increase in the yield. 

Bankers should carefully study the 
sales possibilities of the co-mingled trust. 
The question naturally arises as to the 
possibility of maintaining a sufficiently 
high degree of liquidity in the fund for 
the purpose of permitting withdrawals 
under revocable trusts and at the same 
time providing sufficient income to make 
the plan attractive to the public. It 
seems to me that this is entirely possible. 
It is not improbable that in the larger 
trust companies two funds may be main- 
tained to considerable advantage, one 
for the small revocable living trusts and 
the other as a vehicle for investing the 
funds of trust estates normally coming 
under the management of the trust 
company. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


JUNE, 1932 


THE FEDERAL RESERVE OPEN 
MARKET POLICY 


States Government securities by 

the Federal Reserve banks con- 
tinue but the results so far have been 
disappointing and have failed to 
measure up to the high hopes that 
were held for this new policy. The 
theory behind this policy has been that 
by making large purchases of Govern- 
ment securities the banks would become 
so glutted with idle funds that they would 
be forced to seek commercial outlets by 
loaning to business enterprises. Failure 
to expand loans to business, however, 
seems to be based not on a lack of 
potential credit facilities but to a 
paucity of good risks and a lack of 
general confidence in the immediate 
business future. Well managed busi- 
ness enterprises are not expanding and 
consequently have no need of funds. 
Other, weaker, companies are only too 
willing to borrow but cannot furnish 
satisfactory evidence of their ability 
to repay at maturity. 

Financial opinion seems to be divided 
as to the wisdom of the Federal Reserve 
policy and we find the Financial 
Chronicle among the dissenters, with 
the following statement appearing in 
a recent issue: 

“We cannot see that anything has 
been accomplished except to cause an 
advance in the price of Government 
securities and a congestion of excess 
reserves, mainly in the New York 
Federal Reserve District, both dubious 
developments. Yet many men whose 
judgment is highly esteemed in the 
financial world, such as Colonel Ayres 
of the Cleveland Trust Company, laud 
what they are pleased to term the 
aggressive policy of the Federal Reserve 
authorities. And even Benjamin M. 


L_‘Setes Gover purchases of United 


Anderson, Jr., the well known econ- 
omist of the Chase National Bank, 
whose sound views have won for him 
a high place in the estimation of the 
entire world, did not hesitate to say 
in an address delivered before the 
Bankers’ Forum of the New York 
chapter of the American Institute of 
Banking, that he approved ‘what the 
Federal Reserve authorities have done 
in the purchase of Government securi- 
ties in 1932,’ and furthermore that he 
was ‘convinced that they have not over- 
done it.” It is to be hoped that these 
eminent authorities will not be found 
astray in their judgment.” 


BANKERS GIVE PLANS FOR TAX 
REDUCTION 


reduce taxes and to solve problems 

of municipal finance, which have 
been presented to the board of gov- 
ernors of the Investment Bankers Asco- 
ciation of America by the association’s 
committee on municipal securities, were 
made public last month. Henry Hart 
of the First Detroit Company, Inc., 
chairman of the committee, urged the 
adoption of five working principles by 
municipal administrations and of six 
legislative remedies, while he disap- 
proves as unsound five so-called legisla- 
tive remedies variously proposed. 

“The investing public is purchasing 
more municipal bonds than any other 
type of new underwritings,” the re- 
port states. “While defaults are still 
confined to comparatively few localities 
and the probability of eventual loss in 
most of these is remote, it is no time 
to be oblivious of new problems.” 

Members of the association are urged 
by the committee to assist municipalities 
in solving their financial problems, espe- 
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OUR Dollar-Index, issued weekly, de- 
termines from the prices of sixteen 
leading bank shares, and from their com- 
bined net resources, the exact relationshi 
between the dollar of cost, and the yield, 
earnings, book value, deposits and net re- 
sources, The index reveals what the 
investor received for his dollar when 
purchasing bank stocks. This exclusive 
service is only one of many rendered the 
clients of Hoit, Rose & Troster. 


Hoi ROseE & TROSTER 


Members Bank Stock and Unlisted 


Dealers Association of New York 
74 Trinity Place, N. Y. WHitehall 4-3700 


cially in the adoption of the following 
relief program: 

1. Adoption of budgets embodying 
reduction of operating costs, based on 
the ability of the community to pay. 

2. Periodic review, during the year, 
of tax collections, to be followed by 
corresponding reduction in operating 
expenses. 

3. Postponement of proposed public 
improvements not absolutely necessary, 
where the debt or tax burden is sub 
stantial. 

4. Assurance of adequate income 
through the encouragement of prompt 
payment of current taxes by instal- 
ments or discounts, and enforcement of 
collection of delinquent taxes through 
adequate penalties. 

5. Relieving the tax burden on real 
estate through other forms of revenue. 


Many of the problems cf municipal 
finance, the report declares, have been 
caused by legislation or can be offset 
by legislation. After warning against 
“half-baked and dangerous legislative 
tendencies in times of economic dis- 
tress,” it recommends that state legisla- 
tures consider six constructive subjects 
as follows: 

1. State supervision of municipal 
fiscal problems along the lines adopted 
by North Carolina. 

2. Relief of heavy burden of real 
estate taxes through special revenues, 
such as sales and excise taxes. 

3. Encouragement of prompt 


pay- 
ment of taxes when due, 


through 


—— 


authority to prepay taxes at a discount 
or to pay current taxes by instalments. 

4. A feasible plan for safeguarding 
public deposits in the light of the 
present banking situation, such as the 
Iowa plan of setting up a guarantee 
fund out of interest earnings on public 
deposits. 

5. Reasonable refunding _ privileges 
under proper supervision where heavy 
maturities are apt to be burdensome in 
the next few years. 

6. Adequate methods of limiting 
overlapping indebtedness and simplify- 
ing obsolete forms of local government. 


The report emphasized the following 
types of proposed relief as unsound 
and as such to be avoided: 


1. Increased tax delinquency through 
waiver of reduction of tax penalties and 
delay of tax sales. 

2. Tendency to enact tax limitation 
legislation due to movements to enforce 
economies. 

3. Lowering of requirements of se- 
curity for public deposits. 

4. Adding to present debt and tax 
burden of states and municipalities 
through the authorization of public 
improvements for the purpose of reliev- 
ing unemployment. 

5. Moratorium on 
levies. 


sinking fund 


INVESTMENT TRENDS 


thorized Investments, recently issued, 

R. L. Day and Company make some 
interesting comments on changes in the 
legal list and on the changing trend of 
investments over a period of years. 
The following is quoted from the in- 
troduction to this very useful hand- 
book: 

“The year has been notable for an 
unusual number of defaults on munic- 
ipal bonds, for the most part not of 
the legal class. These have been widely 
scattered in all parts of the country. 
They have occurred almost always in 
communities burdened with excessive 


debt, which has proved beyond the 


I: their 1931 edition of Legally Au- 
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capacity of those places to bear in a 
period of severe business depression. 
Business depression always means sooner 
or later a decline in assessed valuation, 
either causing or accompanied by a 


decline in municipal revenues. The 
cautious investor was probably able to 
foresee a large percentage of these de- 
faults by observing the per capita debt 
burden of the community. Except 
where offset by an abnormally large 
and at the same time stable per capita 
wealth, few municipalities are able to 
carry over any length of time a debt 
of as much as $400 per capita. The 
per capita debt yardstick is more help- 
ful in such cases than the more often 
used ratio of net debt to assessed valua- 
tion. Some municipal defaults have 
been necessitated because of court de- 
cisions putting a new _ interpretation 
upon existing laws. In such instances 
probably new legislation will be passed 
eventually in order to cure the default. 

“Little apprehension need be felt, 
in our opinion, with regard to the abso- 
lute safety of the underlying obligations 
of the more substantial railroads. Before 


Toronto 


such issues are in danger, relief will 
undoubtedly be given to the roads from 
declining rates, rising expenses, and 
diversion of traffic to competing systems 
of transportation. It is decidedly unfair 
that such competitors should be favored 
by lower taxes, absence of rate and 
wage control and what, in fact, is a 
governmental subsidy. It is scarcely 
conceivable that general business can 
again attain a high measure of well- 
being unless the railroads are at the 
same time reasonably prozperous. Gen- 
eral recognition of this fact will, in 
the course of time, undoubtedly operate 
to relieve the roads of some of the 
causes of their present embarrassment. 
Until this occurs it is advisable to be 
more conservative than usual in select- 
ing railroad bonds for investment. 

“Any material upturn in general 
business will almost immediately be 
reflected in railroad net earnings and 
that probably to rather a surprising 
degree. 

“Public utility securities, as a class, 
have been much sought after of late 
due to the great stability in earning: 
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Three Reasons for the 
Stability of Utility Revenues 


Electric and gas utilities enjoy unusual stability of revenues, because... 


Electricity and gas are not subject to wide price fluctuations. While 
utilities do not make the profits a private business can earn in pros- 
perous times, they do not suffer the same losses in poor times. 


2 Electricity and gas are growing industries which supply a daily need 
in the home. 


There is no problem of overproduction. Only as much gas and 


electricity is produced as is used. 


@ Of the Associated System’s 1,434,000 customers, 1,189,000 are res- 
idential electric and gas users. The average annual use of electricity 
by residential customers increased 8.3% during 1931, and their use of 
gas maintained its previous level. This gain offset industrial losses to 
the extent that the System recorded a total increase of approximately 
1% in gross operating revenues for all departments. 


For information about facilities, service, rates, write 


Associated Gas & Electric System 


61 Broadway New York City 
Te 


shown by this type of corporation in 
the last year and a half. Favorable 
earnings are not, however, necessarily 
to be met with in the future to an 
equal extent. 

“The following table shows the ratio 
of different types of investments to total 
resources of all New York savings banks 
on the date mentioned, for years ended 
January 1: 


crease in bank income, making it pos- 
sible to pay a larger rate of dividends 
on deposits. The bond ratio was cut 
almost in two during this forty-year 
period. 

“In 1890 only United States Govern- 
ment securities and bonds of New York 
State and the municipalities therein were 
a legal investment. This field was so 
restricted that the prices of legal bonds 


TVotal stock U. 8. 
and bond securi- 
investments ties 


53.92 18.91 
50.22 8.96 
40.45 0.24 
44.01 14.32 
28.40 4.39 
30.90 4.13 


State and Railroad 
municipal securi- 
securities ties 
19.90 estos 
26.16 4.38 
21.88 15.36 
14.34 15.42 : 
7.80 12.99 47 
yj 14.05 20 


Real estate 
bond and 
mortgage 


Lg) eo 


Public Utility 
and miscella- 


Date neous bonds 


“It is interesting to observe how this 
table brings out the changing fashions, 
if you care to call it so, in investments. 
In 1890 only about orie-third of the 
money of the banks was invested in 
real estate bond and mortgage, while in 
1930 about two-thirds -was so invested. 
Naturally this’ resulted in a large in- 
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advanced to distressingly high figures. 
As a_ remedy, railroad bonds were 
legalized in 1898. The field was not 
again radically extended until public 
utility issues were legalized thirty years 
later in 1928. 

“As Government securities forty 
years ago advanced to a point where 
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FROM..THE NEW YORK TIMES. 


the yield was not remunerative, the 
banks decreased their holdings of those 
bonds and reinvested the proceeds in 
issues giving a higher yield. Thus by 
1910 only one-fourth of 1 per cent. of 
resources still remained in United States 
securities, while over 15 per cent. of 
resources was in railroad bonds, and 
the ratio of both municipal and real 
estate securities had also increased. 
“Immediately following the war, 
there was a plethora of Liberty Bonds, 
causing the price to decline and the 
yield to advance to a point where 
these bonds were more attractive for 
savings bank investment than were 
municipals or certain rails. Holdings 
of Liberties therefore advanced until 


in 1924 they amounted to 17.21 per 
cent. of resources. From that point 
on the yield of these very high grade 
investments became less attractive than 
that of other securities, while a change 
in the law made it not merely profit- 
able, but almost mandatory to put a 
larger proportion of assets into real 
estate bonds and mortgages. 

“Public utility bonds of high grade 
and legal for the banks are available 
in such small supply as to make diff- 
cult the transfer of any large propor- 
tion of resources to this form of invest- 
ment. That process of transfer is, 
however, now under way, and gives 
promise of persisting for some little 
time.” 





Guaranteed Mortgages 


for TRUST and INSTITUTIONAL FUNDS 


"/ % 


with principal and 
interest guaranteed 


For years outstanding Savings Banks and Trust Companies in 
New York City have invested funds entrusted to their care in 544% 
Guaranteed First Mortgage offerings of this Company. These institu- 
tions have found the mortgages well suited to their exacting needs and 
investigation has proven the underlying security and guarantee in back of 


each mortgage purchased, more than ample protection for the funds 
invested. 


Greater New York-Suffolk Title and Guarantee Company's mortgages 
are legal investments for Savings Banks and Trust Companies in New 
York State. They are safe—dependable and worry-free securities. They 
do not fluctuate in value. Each mortgage offered is secured by a well 
located residential or business property in Greater New York and is 
made only on the most conservative appraisals. Every detail relative to 
the investment is taken care of by this Company under the terms of its 
guarantee. Interest checks are mailed so as to arrive promptly on the 
day they are due. 


CURRENT OFFERINGS WILL BE FURNISHED ON REQUEST 


GREATER New YORK-SUFFOLK 


TITLE and GUARANTEE COMPANY 


341 Madison Avenue 
New York 
Jamaica Long Island City Mineola Riverhead 


Under Supervision of Insurance Department of New York 





Problems in Bank Credit 


Tue BANKERS MaGazin_E has secured the services of a credit expert to answer the 


inquiries of readers on current problems of the credit manager. 


Questions of general 


interest to credit men and bankers will be answered and only the initials of the persons 


asking the questions will be used. 


In case the question is not one of particular interest 


to bank credit men as a whole or is one which has been answered before, a reply will 


be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINE, 185 Madison Avenue, New York. 


UESTION: We have a company 

which has been doing business with 
us for a considerable period of years and 
has always been a steady borrower. It 
is in the lumber business and makes the 
following statement: 


Accounts receivable 
Merchandise 
Machinery and fixtures 
Other assets 


$37,300 


$31,400 
900 
2,300 
2,700 


Notes payable bank 
Accounts payable 
Other payables 

Net worth 


$37,300 


What would be your opinion as to 
the best way to go about working out 
of this loan? C. D. B. 


ANSWER: It is evident from the 
above statement that you have a sub- 
stantial loss in this loan. Decision must 
be made as to the advisability of liqui- 
dating the business and taking your loss 
at the moment as contrasted to the possi- 
bility of working it out with less loss 
over a period. 

The main factors to be considered in 
making such a decision are probably as 
follows: 

1. The length of time which the 
company has been in business and its 
success in the past. 

2. The circumstances which brought 


the business to its present position, that 
is, whether it is the result of improper 
management, substantial withdrawals, 
general business conditions, competition 
from others from whom it would be difh- 
cult to regain business, etc. 

3. Operating statements over a 
period of several years, with monthly 
operating figures for the last year or two 
to see if the business has gone down hill 
considerably in that time. 

4. The possibility of reducing ex- 
penses so that even under an unsatisfac- 
tory volume of business due to the pres- 
ent depression, there would not be 
further loss to creditors and the business 
could thus carry on until a more favor- 
able turn in the general situation. 

5. It would seem evident that you 
should protect yourself by an assignment 
of receivables and chattel mortgage on 
merchandise and equipment. 

The problem of the working out of a 
loan of this character is an exceedingly 
difficult one and a considerable amount 
of information and first-hand knowledge 
regarding the concern’s past, and future 
prospects, is necessary in order to make 
proper decision. It is possible that man- 
agement should be completely changed 
and placed in the hands of someone 
chosen by the bank, for certainly the 
statement gives evidence that, at the 
moment, the bank owns the business. 

Perhaps it would be possible to in- 
terest some outsider to put in capital if 
the business has any merit and in this 
way working position and management 
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might both be benefited. The party put- 
ting in new capital would probably re- 
quire that a portion of the indebtedness 
to the bank be cancelled and if the posi- 
tion of the company was enough bene- 
fited, that might prove a desirable way in 
which to handle the situation. 


QUESTION: A company has cur- 
rent assets of $3,200,000 and current 
liabilities of $900,000. It has a bond 
issue outstanding of $1,500,000 upon a 
plant valued at $2,800,000. Its bonds 
are at present selling at 40 and we are 
wondering if it would be good policy for 
us to loan them to enable them to pur- 
chase some of their bonds for retirement. 


W. E. S. 
ANSWER: The summary of the 


statement of the company which you sub- 
mit indicates a strong current position 
based on totals. Of course it may be that 
a considerable portion of the current as- 
sets is represented in merchandise or that 
it is necessary for the business to have a 
considerable amount of accounts receiv- 
able. The actual ability of the company 
to retire bonds is dependent, of course, 
on whether or not its present working 
capital is excessive on its normal require- 
ment. You can judge this by consider- 
ing the company’s normal working cap- 
ital position over a period of time in pro- 
portion to its average volume and its 
ability to maintain that position. You 
can:consider, of course, the line of busi- 
ness, type of inventory which must be 
carried, whether it is slow moving and 
considerable time is required in process- 
ing and fabrication, and also whether 
terms of sale are above normal and 
necessitate the carrying of a considerable 
amount of receivables in proportion to 
volume. 

These factors will dictate the amount 
of money which the company must tie 
up in inventory and receivables on any 
normal volume of business. Considering 
this and the company’s ability to add to 
working capital through earnings, you 
can, perhaps, gauge whether it can afford 
to reduce working capital either by the 
reduction of present working assets or 
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by borrowing money to put into bonds. 
At a price of 40 the company would 
effect a good saving by purchasing its 
own bonds. 

From a standpoint of your own bank 
you must realize that in loaning to make 
such a purchase you, in all probability, 
put a slow loan on your books and pull 
down your own liquidating position. 
Should the various circumstances seem to 
dictate that you finance purchase of 
bonds, it would seem wise for you to take 
the bonds so purchased to be held as 
collateral to your loan and thereby afford 
you additional protection rather than 
permitting them to be cancelled. 


QUESTION: The credit man of to- 
day is considerably criticized for his un- 
willingness to extend credit. Do you 
not feel that a lot of this criticism is 
justified and that by his hecoming more 
liberal the general business situation 


could be helped? U. C. S. 


ANSWER: Unquestionably much 


criticism is made of the banker and credit 
man in these days that his reluctance to 
extend credit is a hindrance to business. 
In most cases this comment is unques- 
tionably made by persons not familiar 
with the facts and circumstances and 
who utterly disregard the viewpoint of 
the banker. A situation exists today 
with many individuals and businesses 
which are already indebted to the banks 
for more than they can liquidate im- 
mediately or within any reasonable 
period. This inability to promptly repay 
is due to a number of factors but prin- 
cipally to the three following: 

1. Inability to mortgage fixed assets 
and raise cash. 

2. Large decrease in value of market- 
able securities making present sale in- 
volve heavy loss and the decicuce in value 
making worth considerably less. 

3. Decrease in earning power, direct 
and indirect, from rents, dividends, etc. 

These circumstances cause a portion, 
large or small, of a bank’s loans to be 
temporarily frozen and _ withdrawals 
which the bank has had from hoarders 


and those who have used money for liv 
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ing expenses have drawn down its liquid 
assets or as least taken part of the liqui- 
dation which the bank has been able to 
obtain. In other words, the decreasing 
deposits have kept the banker busy ob- 
taining liquidation and endeavoring to 
maintain his current position. 

With public attitude as it is, nervous 
and ready to withdraw funds from a 
bank at the first sign of anything wrong, 
either apparent or rumored, the banker 
has no choice but to prepare his ship for 
the storm it might encounter. He does 
not know what day the public might 
get a notion in its head to withdraw de- 
posits and he owes to himself and to his 
depositors the obligation to safeguard 
against the nervousness of the public and 
the need for cash which might result. 
A neighboring bank might close, not due 
to insolvency, but because of some out- 
ward condition. The president or an- 
other officer might commit suicide and 
the public would immediately assume 
that something was wrong with the bank 
and start to wear out its door sill. These 
are times when many people are ready 
to grasp at a straw and it is a simple 
matter to start a run on a bank. 

The banker, therefore, seems to be op- 
erating properly and conservatively from 
the standpoint of his depositors when he 
refuses slow, frozen loans and keeps him- 
self as liquid as possible in order to meet 
their changes of temperament and emo- 
tional desires. In so doing he protects 
all depositors and his community. To 
take slow loans and frozen loans he may 
gain the admiration of those he helps but 
he is unsound and is fhreatening his 
whole community with trouble, for if his 
bank closes it means all deposits frozen, 
suits, foreclosures and forced drastic 
liquidation by a receiver who has no 
option but to convert assets into cash. 

Those who can offer banks good liquid 
loans are able to secure accommodation 
but they must show current assets of 
proper proportion so that the paper can 
be considered self-liquidating and meet- 
ing the requirements of the Federal Re- 
‘erve. Self-liquidating paper can always 
he used with the Federal Reserve, city 
correspondent or other borrowing agency 
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and in most cases borrowers are un- 
doubtedly having little difficulty in se- 
curing such accommodation. In the case 
of larger companies the good ones have 
in general worked themselves into a good 
liquid position and need no accommoda- 
tion. This is borne out by the com- 
mercial paper market. Those who need 
some seasonal accommodation and offer 
self-liquidating paper are having no 
trouble. Those asking for frozen loans 
are probably having plenty of trouble 
but the foregoing comments in support 
of the banker justify his attitude. The 
banker by loaning alone could not help 
the situation, good businesses would not 
want money at any price and to give to 
poor businesses only starts more wheels 
in operation and further overloads the 
market with goods, increasing competi- 
tion, decreasing already meagre profits 
and causes a more unsound situation by 
running everybody’s results further into 
the red ink figures. 

The demand does not exist on the part 
of the public and money for furthering 
business is not actually needed until that 
demand arrives and is sufficient to main- 
tain a proper price level or cause an up- 
ward swing in prices even with increased 
production. It would seem that the 
banker’s job today and every day is to 
keep his house in order, to run it to af- 
ford the maximum of protection to de- 
positors and it is not his job under pres- 
ent conditions or any conditions to en- 
deavor to help business and weaken his 
depositors’ position by taking on slow, 
frozen and poor commercial banking 
credit risks. Unfortunately too many 
bankers have experimented on that terri- 
tory with the result that much grief has 
been caused. At least some of our 
trouble today is the result of too much 
credit by some banks’ making loans 
which were never banking loans. 


QUESTION: Would you consider 
that 9 per cent. was a reasonable gross 
profit for a co-operative grocery or- 
ganization to show? B. C. H. 


ANSWER: We assume that this 


business is run purely as a co-operative 
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and that practically all of its merchan- 
dise is bought against order, which 
means it has little inventory risk. Its 
receivables are probably all due from its 
own members, who are stockholders. 
The company is no doubt run, not with 
the idea of making money, but purely 
for the purpose of facilitating buying by 
its members in quantity at a price figure. 
It therefore merely desires to make 
enough gross to cover overhead. It is 
true that some additional profit which 
would add to surplus and in that way 
provide a bumper for losses in receiv- 
ables or decline in value of such mer- 
chandise as it had would add to its at- 
tractiveness. The amount of gross, how- 
ever, is naturally governed by (1) 
whether it merely desires enough income 
to cover expenses; (2) whether it desires 
to build up some surplus; (3) the 


amount it desires to add to surplus. 


QUESTION: I am wondering to 
what extent bank lines should be reduced 
this year over last in view of the de- 
creased value of commodities. I would 
appreciate your views on this matter. 


R. G. W. 
ANSWER: It does not seem to us 


that there is any way to answer your 
question in blanket form. It would 
seem that, with the decreased value of 
commodities, the credit requirements of 
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borrowers should be lighter this year 
than last. To encourage most companies 
to endeavor to do an increased volume 
of business in units to offset the decrease 
in dollars would be folly and in many 
cases a favor will no doubt be done to 
those borrowers who have their borrow- 
ing lines curtailed. The extent of such 
curtailment is another question depend- 
ing upon many factors and the line of 
business. Many of the larger companies 
have arranged their affairs so that their 
cash position is strong and it would take 
a considerable increase in business to put 
them in the market as borrowers. This 
is particularly true of companies which 
were adequately or more than adequately 
financed during the period when they 
were able to sell to the public large 
amounts of securities. In such cases 
there is no credit problem and no doubt 
many small borrowers would do well to 
put their houses in better order, not 
attempt to do too much business and 
work themselves into such shape that 
they will be ready to go ahead when 
a favorable turn in business develops. 
Perhaps it might be said that the exten- 
sion of too much credit has done more 
harm than the failure to extend enough 
credit and under present conditions most 
borrowers will do best to hold their 
affairs well in hand and banks would 
not do well to encourage them otherwise. 
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GIFT OF SAVINGS ACCOUNT 


Spellacy v. Dauterman, California Dis- 
trict Court of Appeal, 10 Pac. 
Rep. (2d) 114 


HE delivery of a savings account 

passbook, together with an order 

on the bank for the amount, with 

the intention of making a gift, consti- 

tutes a valid gift and the bank may pay 

the deposit to the donee after the death 
of the donor. 

The death of the drawer of a check 
revokes the bank’s right to pay the check 
and the payee or other holder has no 
rights in the deposit unless the check has 
been paid or certified. The check, of 
itself, does not constitute an assignment 
or gift. This rule, however, does not 
apply to savings accounts. 


Action by Alma Spellacy, as admin- 
istratrix of the estate of Mary E. 
Havens, deceased, against W. L. Dau- 
terman and wife. From a judgment for 
defendants, plaintiff appeals. Affirmed. 


OPINION OF THE COURT 
PER CURIAM.—The above action 


was brought by the administratrix of 
the estate of Mary E. Havens, deceased, 
to recover the sum of $2399.69. The 
complaint contained three counts, the 
first two alleging, in substance, that on 
january 16, 1928, the deceased had on 
deposit with the Hibernia Savings & 
Loan Society the said sum, and on that 
date signed and delivered an order on 
the bank to pay the same to defendant 
W. L. Dauterman, who acquired posses- 
sion of the order and collected the above 
amount and paid the same to his wife, 
defendant Cathryn Dauterman; that 
there was no consideration for the order, 


and that the same was not accepted or 
paid by the bank until after the death 
of Mrs. Havens; further, that the latter, 
by reason of her bodily and mental con- 
dition, was incapable of knowing the 
effect of the transaction, and that de- 
fendants exercised undue influence over | 
her in obtaining the order. The third 
count was for money had and received. 

Defendants denied that Mrs. Havens 
was incompetent or incapable of under- 
standing the nature of the transaction, 
or that undue influence was exercised to 
obtain the order. They alleged that 
preceding its execution defendant 
Cathryn Dauterman had rendered ser- 
vices to Mrs. Havens, and that in con- 
sideration thereof the order was exe- 
cuted to defendant W. L. Dauterman 
for the use and benefit of his wife. 

No evidence in support of the al- 
legations of incompetency or undue in- 
fluence was adduced. 

The court found that the order, to- 
gether with her passbook containing her 
account with the bank, were delivered 
by Mrs. Havens to Cathryn Dauterman 
with the intention of making a present 
gift to her of the amount on deposit and 
represented by the passbook, namely 
$2399.69, and the judgment for defen- 
dants was entered accordingly. 

Plaintiff, who has appealed therefrom, 
contends that the above finding was not 
within the issues and is unsupported; 
further, that notwithstanding the find- 
ing it appeared that Mrs. Havens died 
before the order was accepted or paid 
by the bank, and that consequently the 
gift was revoked and the authority of 
W. L. Dauterman, to whom the order 
was made payable, was likewise termi- 
nated. 

Cathryn Dauterman testified to the 
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rendition of services for which the de- 
ceased had agreed to compensate her, 
further stating on  cross-examination 
that the order and passbook were handed 
to her in a sense “as a gift in considera- 
tion of the services I had rendered.” 
Again, she testified that Mrs. Havens 
gave her the bank book and told her “to 
keep it,” later telling her that she 
wanted her to have it. While it is true 
that the witness stated that the word 
“gift” was not used in any of the con- 
versations with Mrs. Havens, and that 
the past services were the moving cause 
or consideration, nevertheless it may 
well have been that Mrs. Havens, in 
recognition of past acts of kindness 
which she had repeatedly acknowledged, 
and without regard to any obligation to 
pay therefor, intended to make a volun- 
tary transfer of the deposit, and we 
cannot say that the court’s conclusion 
that such was the case is wholly with- 
out support. 

An objection that findings are not 
within the issues when the action was 


tried without objection to the sufficiency 
of the pleadings to raise such issues, and 
the findings are justified by the evidence, 


will not be considered on appeal. Hor- 
ton v. Dominguez, 68 Cal. 642, 10 P. 
186; Moore v. Campbell, 72 Cal. 251, 
13 P. 689. Moreover, to warrant a re- 
versal in such cases appellant must show 
that the alleged error was prejudicial. 
Turner v. Stock, 79 Cal. App. 662, 251 
P. 814. 

In addition, it may be said that the 
facts would have supported the conclu- 
sion that the giving of the order and the 
transfer of the passbook were intended 
as a complete assignment of the whole 
deposit. Dunlap v. Commercial National 
Bank, 50 Cal. App. 476, 195 P. 688. 

As urged by appellant, it is the rule 
that a check of itself does not operate 
as an assignment of any part of the 
fund to the credit of the drawer with 
the bank (Civ. Code, § 3265e), and that 
the drawee’s authority to pay it is re- 
voked by the drawer’s death before pay- 
ment or acceptance (Sneider v. Bank of 
Italy, 184 Cal. 595, 194 P. 1021, 12 A. 
L. R. 993). In the case at bar, how- 
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ever, the deposit was a savings account, 
and the order read as follows: “San 
Mateo, California, June 16, 1928.—The 
Hibernia Savings & Loan Society, San 
Francisco, Calif. Gentlemen: You are 
hereby directed to pay to W. L. Dauter- 
man the balance due me on deposit in 
the name of Mary E. Havens in account 
No. 327/397. The passbook accom- 
panies this authorization Yours truly, 
Mary E. Havens.” In such cases there 
appears to be a well-settled difference in 
the effect of the death of the drawer of 
a check and that of the donor of a sav- 
ings account. As stated in 28 Cor. Jur., 
Gifts, §65, page 665, “A deposit in a 
savings bank may be -the subject of a 
gift, and where the owner of such de- 
posit, with the intention of making a 
gift, delivers his deposit book containing 
entries of deposit in his name to the in- 
tended donee, with an order for the pay- 
ment of the whole deposit, this consti- 
tutes a complete and valid gift thereof 
although the book and order are not 
presented to the bank until after the 
donor’s death.” The same rule was fol- 
lowed in Allen v. Smith, 38 Cal. App. 
409, 176 P. 365; Dellepiane v. Hynes, 
83 Cal. App. 604, 257 P. 180, and 
Donovan v. Hibernia Savings & Loan 
Society, 90 Cal. App. 489, 265 P. 995, 
and in Dunlap v. Commercial National 
Bank, supra, it was held that a check 
given for a valuable consideration and 
intended as a complete assignment of the 
whole of a commercial deposit will be 
given that effect. 

The facts show that Mrs. Havens in- 
tended a present transfer of the savings 
account to Mrs. Dauterman. 

Nor is there any merit in the conten- 
tion that W. L. Dauterman was 
decedent's agent in the transaction. Ac- 
cording to the testimony the passbook 
was delivered to Cathryn Dauterman, 
who requested that as a matter of con- 
venience the order which was to accom- 
pany it should be made payable to her 
husband; and it was clearly the inten- 
tion that in collecting the fund he should 
act for his wife and not for Mrs. 
Havens. Re Stockham, decd., 193 Iowa 
823, 186 N. W. 650, 22 A. L. R. 765. 
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The conclusions of the trial court are 
fairly supported, and the record dis- 
closes nothing which would justify a re- 
versal of the judgment. 

The judgment is affirmed. 


TRUST FUNDS ENTITLED TO 
PREFERENCE IN PAYMENT 


Benson v. Albert Lea State Bank, 
Supreme Court of Minnesota, 
241 N. W. Rep. 794 


A widow deposited assets of the estate 
of her deceased husband with the trust 
department of a bank, which assets the 
bank liquidated. The bank did not keep 
a separate account of the fund but 
mingled it with its own funds. Upon 
the failure of the bank it was held that 
the widow was a preferred creditor and 
entitled to payment in full. 


Action by Clara Benson against the 
Albert Lea State Bank and A. J. Veigel, 
Commissioner of Banks, in charge of 
the liquidation of said bank. From an 


order denying a motion for a new trial 
after an adverse decision, the defendants 


appeal. Affirmed. 


OPINION OF THE COURT 
WILSON, C. J.—Defendant appealed 


from an order denying a motion for a 
new trial. 

The Albert Lea State Bank main- 
tained an active trust department under 
the enlarged powers conferred by Laws 
1923, c. 274, p. 366, G. S. 1923 (2 
Mason, 1927) §§ 7661-7668. It de- 
posited securities with the commissioner 
of banks as required by law to safeguard 
its trusts. One Erickson, the president 
of the bank, was the trust officer. The 
bank closed September 18, 1929. 

In 1927, plaintiff, a widow with 
limited business experience, and her 15 
year old daughter moved to Albert Lea 
from Lincoln County, where Mr. Ben- 
son had then recently died intestate leav- 
ing them some property. Mrs. Benson 
and her daughter called at the bank and 
asked if the bank would take care of 
their business. They were referred to 
Erickson, who arranged with them for 
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the trust department to care for their 
business. It was appointed guardian of 
the estate of the daughter. The prop- 
erty consisted principally of securities, 
mortgages, notes, farm lands, farm prod- 
ucts, and rentals. The bank liquidated 
most of such assets. We are now con- 
cerned with Mrs. Benson’s one-third 
thereof only. The bank received from 
her $3553.73, and accounted for but 
$1661.82, leaving $1891.91 for which 
she now seeks a preferred claim. The 
only controversy is as to whether the 
claim is preferred or general. When 
Mrs. Benson took cashier checks or 
drafts to the bank Erickson had her in- 
dorse them in blank. When she wanted 
money other than from a checking ac- 
count in the bank, which had no con- 
nection with the matters herein stated, 
she went to Erickson who had her sign 
slips of paper, which he told her was a 
more convenient way of handling things 
for the bank. These slips turned out to 
be promissory notes. Indeed, such notes 
were from time to time honored in the 
commercial department. No _ interest 
was charged. They were stamped and 
entered as paid, but never returned to 
her. They were met by the money in 
the trust funds. The bank handled her 
property without consulting her. In 
fact no record was kept on the books of 
the bank. The requirement of the statute 
as to separate books of account for a 
trust fund was flagrantly violated. In- 
deed, other trusts in the bank were 
handled in the same careless and illegal 
manner. Mrs. Benson’s repeated re- 
quests for an accounting or statement of 
her affairs were ignored, and she was 
disarmed by excuses for delay because of 
urgent business, etc. She was told that 
the bank would handle her business 
through its trust department. She re- 
lied thereon. She was assured from 
time to time that this was being done. 
She dealt with Erickson only as the trust 
officer. 

When the bank closed it developed 
that the bank had not kept the trust 
funds intact, and indeed the bank books 
did not show its existence, nor did the 
books of the bank show plaintiff to be a 
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creditor in any form. Plaintiff knew 
nothing of the internal affairs of the 
bank. It would seem that the money 
had been misappropriated. It is sufh- 
cient to point to Gen. St. 1923 (2 
Mason, 1927), § 7664, a portion of 
which is as follows: “Besides its general 
books of account, it shall keep separate 
books of account for all trust accounts. 
All funds and property held by it in a 
trust capacity shall at all times be kept 
separate from its own funds and prop- 
erty, and all trust funds deposited or 
held in trust by the bank awaiting in- 
vestment shall be carried in a separate 
account, and shall not be used by the 
bank in the conduct of its business, and 
all deposits made by it of such trust 
funds in any other banking institutions 
shall be deposited as trust funds, to its 
credit as trustee, and not otherwise.” 

The foregoing statute is stringent and 
forbids the use of the trust funds by the 
bank in the conduct of its business. It 
was the duty of the bank to hold these 
uninvested funds separately and intact 
awaiting investment. It failed in its 
obligation. Plaintiff cannot thus be de- 
prived of her rights under the law, 
which was enacted for her protection. 
Had the bank obeyed the law, plaintiff 
would have been entitled to her money 
without loss. She should not suffer by 
the want of fidelity on the part of the 
bank whose official misappropriated her 
money. 


Affirmed. 


CHARGING DECEDENT’S NOTE 
AGAINST ESTATE FUNDS 


In re Mulvana’s Estate, New York Sur- 
rogate’s Court, 256 N. Y. Supp. 536 


A bank which holds the note of a 
deceased person, whose estate is insol- 
vent, may not charge the note against 
funds subsequently deposited by the ex- 
ecutrix, even though the executrix had, 
after her appointment, renewed the 
notes. To allow the bank to make such 
an application of the funds of the estate 
would be to give it an advantage or 
preference over the other estate credi- 
tors. 
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Proceedings by Margaret Mulvana, 
executrix of the estate of James F. Mul 
vana, deceased, against the Brasher Falls 
National Bank to require the bank to 
deliver over funds deposited by execu 
trix. Order for delivery of funds di- 
rected. 


OPINION OF THE COURT 


LAWRENCE, S.—In this proceeding 
the executrix, Margaret Mulvana, filed a 
petition, asking that the Brasher Falls 
National Bank be required to show 
cause why an order should not be made, 
directing the bank to pay over and de- 
liver to the executrix funds deposited by 
her. On return of the order to show 
cause, the bank filed an answer, alleging 
lack of jurisdiction and claiming that a 
certain note held by the bank had been 
charged against the account, and asking 
that the petition be dismissed. 

There is not much dispute regarding 
the facts, and no briefs are furnished by 
the attorneys. 

James F. Mulvana died December 30, 
1930. He was a farmer residing in the 
town of Bombay. On January 9, 1930, 
he borrowed from the Brasher Falls Na- 
tional Bank the sum of $5000 and gave 
the bank two notes of $2500 each. Ap- 
parently these notes were secured by col- 
lateral of the face value of $3268, al- 
though the notes which have come to 
the attention of the court are not col- 
lateral in form. These notes were re- 
newed by the deceased, and the last 
renewals by deceased are as follows: 
Note September 2, 1930, $2500, due in 
four months. Note March 25, 1930, 
$2500, due in four months. The. first- 
mentioned note came due about the time 
of Mr. Mulvana’s death, and apparently 
nothing was done about it until some 
time about March 25, 1931, when the 
second note became due. At that time 
it would appear that the executrix was 
asked to renew the notés. She refused 
until shé had consulted with her at- 
torney. She did so, and the attorney 
had a conversation ‘with the cashier of 
the bank, from which it seems that the 
bank desired to carry paper which was 
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not past due, and the question arose and 
was discussed, as to the personal re- 
sponsibility of the executrix, in case she 
should renew the notes as executrix. 
The attorney apparently advised the 
cashier that the executrix might renew 
the notes on condition that she would 
not thereby become personally respon- 
sible, and a little later she states that she 
advised the cashier that she would sign 
the renewal notes, if she did not thereby 
obligate herself personally. The cashier 
made up the renewals. One renewal is 
dated March 2, 1931, for $2500, pay- 
able in four months. The other renewal 
is dated March 25, 1931, for $2500, due 
in three months. The executrix signed 
these as follows: “James Mulvana Est. 
by Margaret Mulvana Executrix.” On 
or about April 17, 1931, the executrix 
had an auction sale of the personal prop- 
erty on the farm. She realized on the 
sale, in cash, the sum of $1072.01, and 
took a number of sale notes. This cash 
and these notes were taken to the 
Brasher Falls National Bank, and the 


executrix states that, when they were 
left at the bank, she had a talk with the 
cashier, in which he told her he would 
receive payment on the sale notes and 
she told him in effect that these funds 
were for the payment of the debts of the 


estate. At that time a credit slip for 
the cash was issued to “Margaret Mul- 
vana Admx.,” and, as the various sale 
notes were paid, credit slips were issued, 
mostly to “James Mulvana Est.,” but 
some to “Margaret Mulvana Admx.” 
All were apparently credited to the same 
account. The deposits from sale notes 
amounted to $2274:56, and some other 
notes which were not paid were re- 
turned to the executrix. 

On or about June 4, 1931, the bank 
submitted a claim against the estate for 
the amount of the two notes, attaching 
copies of the first renewals, dated re- 
spectively March 2, 1931, and March 
25, 1931, and stating the collateral held 
to secure them. Apparently there was 
another renewal, as one note would be 
due July 2; 1931, and the other would 
be due June 25, 1931. 

The bank presents a copy of a note 
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dated August 25, 
months for $2563.3 


1931, due in four 
8, signed “James F. 
Mulvana Est. by Margaret Mulvana 
Admx.” This note is stated to be a re- 
newal of a note due, August 25, 1931. 
It would appear that when this note was 
renewed on August 25, 1931, nothing 
was said at the time about the executrix 
becoming personally responsible. Just 
prior to that time there had been a 
change in cashiers. The present cashier 
states that this note was charged up to 
the estate account on December 31, 
1931, for the sum of $2614.65, which 
would include the interest, and that the 
original note was sent to Mrs. Mulvana. 
The other note apparently is still held 
by the bank, as well as the collateral. 

The assets of the estate will only pay 
a percentage of the claims presented and 
allowed. 

Some time in December, 1931, and be- 
fore the note was charged up, the at- 
torney for the estate had a talk by 
telephone with Mr. Lantry, the present 
cashier, in which he asked the cashier 
why the bank would not pay the ex- 
ecutrix the money on deposit to her 
credit as executrix, further stating that 
it was needed to pay the claims against 
the estate. The testimony shows that 
the cashier told him he would have to 
take the matter up with the bank ofh- 
cials, or, as stated by the cashier, with 
the attorney for the bank. 

On December 24, 1931, a check was 
drawn on the Brasher Falls National 
Bank against the funds to the credit of 
the estate, in the sum of $3200, signed 
“James Mulvana Est. Margaret Mul- 
vana, Admx.” This was to the order of 
the Farmers’ National Bank of Malone 
and was sent through the usual channels 
for collection. It was presented to the 
Brasher Falls National Bank on Decem- 
ber 29th, or December 30th, and re- 
turned with a memorandum, “No. .au- 
thority,” and on December 31st one. of 
the above-mentioned notes held by the 
bank was charged up to the account. 
It had become due December 25, 1931. 
At the time the. check was presented, 
and at the time the note was charged 
up, there were more than sufficient 
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funds to the credit of the estate in the 
bank to satisfy either the check or the 
note. 

It would seem that the bank has 
secured a preference. No claim is made 
that the executrix became personally 
liable on the notes, nor that her liability 
was substituted for the liability of the 
estate. No question seems to be raised 
that the bank is not entitled to the col- 
lateral. 

The bank takes the position that the 
relationship of debtor and creditor ex- 
isted between the bank and the estate, 
and that therefore the bank had a right 
to charge up the note against the estate 
funds deposited with it. 

If the bank should be allowed to 
create a preference in its own favor, it 
would destroy the marshaling of assets 
and their pro rata distribution. In my 
judgment the estate funds in the bank, 
which were the proceeds of the sale of 
personal property owned by the de- 
ceased were left in the bank for the 
purpose of paying the debts of the 
estate, and could not be diverted to dis- 
charge some particular claim held by the 
-bank. Under the circumstances, I look 
to the course of dealings between the 
parties. The bank states that it now has 
a deposit to the credit of the estate in 
the sum of $663.68, and has not dis- 
posed of the collateral which it says has 
a market value of only $900. The other 
note held by the bank became due 
January 2, 1932, in the amount of 
$2627.09. No action has been taken on 
that note or on the collateral. 

On June 4, 1931, the notes then held 
were presented as an ordinary claim 
against the estate, except that the securi- 
ties held as collateral were set forth. 
A check against the deposit was drawn 
by the executrix and presented before 
the note was charged against the funds. 

It seems to me that the evidence and 
the cause of dealing clearly shows that 
the funds deposited by the executrix 
were and should be treated as trust 
funds for the purpose of paying the 
debts of the estate, and that the bank 
had notice of their character. If they 
had been deposited in any other bank 


having a claim, this bank would have 
insisted that they be so considered. Their 
deposit in the bank which held the notes 
ought not to change their character. The 
renewal of the notes by the executrix 
should not change the character of the 
claim which the bank held, so as to make 
it possible to charge it against estate 
funds at the expense of other creditors. 

One check and charges for protest 
fees seem proper deductions from the 
account. 

My understanding is that the cash 
deposit, together with the amount col- 
lected from the sale notes, amounted in 
all to $3346.57. From this should be 
deducted a Mahoney check of $67.25 
from articles which belonged to him at 
the sale and protest fees of $.99, leaving 
a balance to the credit of the estate of 
$3278.33. This sum should be turned 
over to the executrix. Submit order for 
delivery of funds. 


LOST CERTIFICATE OF DEPOSIT 


Lee v. Merchants’ Bank, Supreme Court 
of North Carolina, 163 S. E. 
Rep. 687 


The holder of a certificate of deposit, 
who proves that it has been lost, may 
recover from the issuing bank without 
showing that the certificate had been 
presented for payment in accordance 
with its terms. 


Action by C. C. Lee and wife, Sid- 
ney Hester Lee, against the Merchants’ 
Bank. From the judgment for plain- 
tiffs, defendant appeals. No error. 

On October 31, 1914, Mrs. C. C. Lee 
deposited in the Merchants’ Bank of 
Durham the sum of $500, and at the 
time of making the deposit received a 
certificate for said sum, duly signed by 
the cashier of said bank. Subsequently 
the plaintiff delivered said certificate of 
deposit to C. B. Green, clerk of the 
superior court of Durham County, in 
lieu of a guardian bond. The plaintiff 
filed a final account as guardian and re- 
quested the clerk to return said cer- 
tificate to her, but did not receive it. C. 
B. Green died in July or August, 1916, 
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and E. L. Tilley succeeded him as clerk 
of the superior court of Durham 
County. He testified that he saw the 
certificate of deposit at one time in the 
presence of Mr. Green, and that after 
Mr. Green’s death he made an examina- 
tion of all the papers in the office “where 
certificates of this kind would ordinarily 
be placed. I went through all the 
papers. I did not find this certificate. 
I made this examination immediately 
after Mr. Green's death. We 
had two certified public accountants 
checking over things. They were going 
over the records to see what money he 
had and the securities he had in the 
ofice. This paper was not found among 
them.” The old courthouse in Durham 
was torn down and a new courthouse 
erected. When the old building was 
dismantled the records in the clerk’s 
office were moved to a location. in the 
Geer building pending the completion of 
the new structure. 

James Stone, assistant clerk of the 
superior court of Durham County, who 
has held such office since January, 1922, 
testified: “I have searched the main 
office in every nook and corner in there, 
but we have a big vault that has an 
accumulation of papers, and it is not 
where papers of this kind would ordi- 
narily be kept. I have not found the 
certificate of deposit.” The witness 
further testified that he had searched in 
the “dead vault where old records and 
things are dumped. The dead vault is 
about 30 feet square. It is a big file of 
old magistrates’ reports for the past 
twenty years. I found there 
an accumulation of Judge Green’s old 
correspondence. I have looked through 
one or two boxes down there for this 
certificate. There are about twenty 
boxes there. I did not find any 
active papers of any kind there. This 
would not be a proper place for active 
papers like a certificate of deposit or 
anything of value.” 

The issues were as follows: 


“1. Did the plaintiff, as owner and 
holder of the certificate of deposit, pre- 
sent the said certificate of deposit for 
payment and demand payment under 


the terms and provisions thereof? 

“2. Was the certificate of deposit 
No. 1483, issued by the Merchants’ 
Bank of Durham (described in the 
answer), lost or destroyed while in the 
hands of the Clerk of the Superior 
Court of Durham County, and cannot 
now, after due diligence, be found? 

“3. What amount, if any, is the 
plaintiff, Mrs. C. C. Lee (now Mrs. 
Sidnia Perry), entitled to recover of the 
defendant?” 

The jury answered the first issue 
“No,” the second issue “Yes,” and the 
third issue “$500.00 at four per cent. 
interest.” 

From judgment upon the verdict, the 
defendant appealed. 


OPINION OF THE COURT 


BROGDEN, J.—The defendant re- 
sists recovery upon three theories: 

(1) There was not sufficient evi- 
dence of loss or destruction of the cer- 
tificate of deposit. 

(2) Such certificate was payable 
upon demand and upon the return of 
the certificate, and there was no evidence 
of such return or demand. 

(3) There was not sufficient evi- 
dence of the loss of the instrument to be 
submitted to the jury. 

The issuance and contents of the cer- 
tificate were not in dispute. There was 
sufficient evidence of the loss of the in- 
strument to be submitted to the jury. 
First Nat. Bank v. Brocett, 174 N. C. 
41, 93 S. E. 370. 

The contentions of defendant with 
respect to presentment and indemnity 
have been decided adversely by this 
court in Wooten v. Bell, 196 N. C. 
654, 146 S. E. 705. 

No error. 


TRANSFER OF DRAFTS_ IN 
GAMBLING TRANSACTION 


Sakon v. Santini, Supreme Court of 
Michigan, 241 N. W. Rep. 160 


The payee of drafts, who negotiates 
them in a gambling transaction, cannot 
resist payment as against holders in due 
course. 
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The plaintiff in this case brought the 
action to cancel a number of drafts pay- 
able to his order which he had pur- 
chased from a bank at Ironwood. He 
indorsed and transferred the drafts to 
the proprietor of a gambling house in 
exchange for cash and chips which he 
lost shooting craps in a game against the 
house. The drafts were later negotiated 
to the defendants for value. 

The plaintiff sought to enjoin the 
transfer, payment, and collection of the 
drafts under a Michigan statute which 
declares that all contracts arising out of 
gambling are absolutely void. It was 
held that the statute did not apply in 
this case. ; 


OPINION OF THE COURT (IN PART) 


The decisive question is whether, 
under the law of Wisconsin, where the 
transfer was made, the transfer must be 
held void as against the holders in due 
course. 

Section 348.16, chap. 348, R. S. Wis- 
consin 1929, condemning gambling, is to 
the effect that contracts, transfers, etc., 
growing out of gambling, are absolutely 
void. 

In Stoddard v. Burt, 75 Wis. 107, 43 
N. W. 737, there is discussion of the 
statute, unnecessary to decision, which 
tends to support plaintiff's position in 
the instant case that the transfer must 
be held void. 

In Stevens v. Freund, 169 Wis. 68, 
171 N. W. 300, a suit upon a promis- 
sory note, a defense was that the note 
was part of a gambling transaction and, 
hence, void under the statute. The 
court did not dispose of the matter, but 
said that the question of whether such 
defense would be of any avail as against 
a holder in due course seemed doubtful 
under the provisions of the Negotiable 
Instruments Law, which provides that 
a holder in due course holds the instru- 
ment “free from any defect of title of 
prior parties and free from defenses 
available to prior parties among them- 
selves, . . .” and also because of 
Arnd v. Sjoblom, 131 Wis. 642, 111 N. 
W. 666, 667,10 L. R. A. (N. S.) 842, 


11 Ann. Cas. 1179. In the latter the 
court held: “Conceding, for the pu: 
poses of the discussion, that because the 
giving of a note for lightning rods with 
out red ink declaration of its considera: 
tion upon its face, is in defiance of 
chapter 438, p. 723, of the Laws of 
1903, it is thereby rendered invalid, as 
we have decided is a note executed on 
Sunday (Howe v. Ballard, 113 Wis. 
375, 89 N. W. 136, and Brown v. 
Gates, 120 Wis. 349, 351, 97 N. W. 
221, 98 N. W. 205 [1 Ann. Cas. 85}), 
does it necessarily follow that an inno- 
cent holder for value cannot recover 
thereon? It was early decided by this 
court that a negotiable note, invalid be- 
tween the original parties because given 
in defiance of a statutory prohibition ac- 
companied by a penalty—i. e., one given 
on Sunday, but dated on Saturday 
would be enforced in the hands of an 
innocent holder having no knowledge of 
the illegal fact upon the ground of 
estoppel against the maker to assert such 
fact. Knox v. Clifford, 38 Wis. 651, 20 
Am. Rep. 28. The same principle has 
been invoked to support a usurious 
negotiable note in the hands of an inno- 
cent holder, although the statute de- 
clared it ‘void.’ Sage v. McLaughlin, 34 
Wis. 550, 556. 

“The general grounds upon which 
estoppel in pais rests are described in 
Marling v. Nommensen, 127 Wis. 363, 
369, 106 N. W. 844, 5 L.R. A. (N. S.) 
412 [115 Am. St. Rep. 1017, 7 Ann. 
Cas. 364}. Hardly anything is more 
to be anticipated than that a negotiable 
note will be negotiated upon the faith 
of what appears upon its face (Loizeaux 
v. Fremder, 123 Wis. 193, 198, 101 N. 
W. 423); and the very issue of such 
paper without suggestion of any facts 
affecting its validity must be expected by 
every reasonable person to lead any pur- 
chaser to assume their nonexistence. The 
doctrine of Knox v. Clifford, supra, has 
been acted on by numerous other courts. 
Cranson v. Goss, 107 Mass. 439, 9 Am. 
Rep. 45; Vinton v. Peck, 14 Mich. 287; 
Hall v. Parker, 37 Mich. 590, 594, 26 
Am. Rep. 540; Johns v. Bailey, 45 Iowa 
241, 245; Leightman v. Kadetska, 58 
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lowa 676, 12 N. W. 736, 43 Am. Rep. 
129: New v. Walker, 108 Ind. 365, 9 
N. E. 386, 58 Am. Rep. 40, the last 
case being decided under substantially 
the same statute as the one now invoked. 
Other decisions affirming the validity of 
commercial paper in hands of innocent 
holder, notwithstanding illegality and 
consequent original invalidity, are Union 
T. Co. v. Preston Nat. Bank, 136 Mich. 
460, 99 N. W. 399 [112 Am. St. Rep. 
370, 4 Ann. Cas. 347}; Traders’ Bank 
v. Alsop, 64 Iowa 97, 19 N. W. 863; 
Johnson v. Meeker, 1 Wis. 436, 441; 
Mack v. Prang, 104 Wis. 1, 79 N. W. 
770, 45 L. R. A. 407, 76 Am. St. Rep. 
848; Keller v. Schmidt, 104 Wis. 596, 
602, 80 N. W. 935. We feel no doubt 
that the principle of Knox v. Clifford 
is sound and supports the right of this 
appellant (plaintiff) to recover upon the 
facts as they appeared at the time of 
the nonsuit.” And in that case, too, 
the court again quoted and relied upon 
the stated provision of Negotiable In- 
struments Law. The decisions of the 
Supreme Court of Wisconsin, as we 
read them, are to the effect that plain- 
tiff here may not assert invalidity of the 
transfer of the drafts as against the 
holders in due course. This is the rule 
in most jurisdictions. 


BANK LIABLE IN DEALING WITH 
CHECK PAYABLE TO 
CORPORATION 


Wen Kroy Realty Co., Inc. v. Public 
National Bank & Trust Co. of 
New York, New York Supreme 

Court, Appellate Division, 
255 N. Y. Supp. 1 


A bank should not permit a check 
payable to a corporation to be deposited 
to the credit of anyone other than the 
payee corporation unless it knows that 
this method of dealing with the check is 
properly authorized. If the proceeds of 
the check are not accounted for to the 
corporation the bank will be liable for 
the amount, unless it can be shown that 
the transaction was authorized. 

The form of such a check indicates 
that the proceeds belong to a corpora- 


From the brilliant and 
stately era of John Drew 
down to the present scin- 
tillating and brittle period 
of Noel Coward the lead- 
ing actors, playwrights and 
novelists have always felt 
the lure of The Algonquin. 


AONIO? 


The Players 
and the 


Christmas Dinner 


Tus story sounds as if O. Henry 
made it up but it happens to be true. 
A struggling young couple of players 
came to stay at The Algonquin. They 
were “resting” at the time and paying 
their room rent was a major test in 
economics. Dallying with The Algon- 
quin menus was out of the question. 
They were compelled to import their 
daily quota of calories from neighbor- 
ing delicatessens. By this kind of 
dietetics they were able to pay their 
rent, preserve their lithe figures and 
keep their heads up. On Christmas 
Eve the plucky couple journeyed 
forth for the usual sliced ham, rye 
bread and pickles. When they had 
guiltily smuggled this feast to their 
room they ’phoned below for a pot of 
coffee. After the banquet was over 
they sent for the check. The knock 
came. The waiter entered. 

“The check, please,” said the hus- 
band airily. 

“Check?” echoed the waiter. “There 
is no check. Don’t you know that Mr. 
Case plays host to everyone in the 
hotel on Christmas Eve? You ought 


to see the dinner some of the guests 
are eating tonight.” 


AOU? 


The Algonquin is situated 
at 59 West 44th St., mid- 
way between Sth Ave. 
and Times Square. 
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tion. It is out of the course of ordinary 
dealing for a corporation to indorse and 
transfer to others checks received by it 
in the regular course of business. The 
customary thing for the corporation to 
do is to deposit its checks in its own 
account and draw against that account. 

When an officer of a corporation in- 
dorses a check payable to the corpora- 
tion and offers it for deposit to his own 
credit or to the credit of someone else, 
the bank should know that the transac- 
tion is, at least apparently, irregular. It 
should also know that, if it accepts the 
deposit and the proceeds are not ac- 
counted for to the payee corporation, the 
bank is liable. 

The check involved in this case was in 
the amount of $15,000, and was pay- 
able to the order of a corporation. The 
president of the corporation indorsed 
the check and deposited it to the credit 
of another corporation. Apparently the 
payee corporation did not receive the 
proceeds. At least, the payee brought 
suit against the bank in which the check 
was deposited and the bank was held 
liable. 


OPINION OF THE COURT (IN PART) 


Plaintiff sold a mortgage and received 
from the purchaser three checks, one of 
which payable to its order in the sum 
of $15,000 is involved in this action. 
That check was deposited with defen- 
dant to the credit of the account of the 
Silfo Amusement Company and the pro- 
ceeds collected by defendant and 
credited to and used by that depositor. 
It appears that the check bore the pur- 
ported indorsement of plaintiff by Moses 
Silverman, as president, and his son, 
David Silverman, as secretary. David 
Silverman never held that office. 

Plaintiff's business seems to have been 
the making of loans in connection with 
real estate; and its affairs were to con- 
siderable extent dominated by Moses 
Silverman, its president. He likewise 
controlled or owned the Silfo Amuse- 
ment Company. Plaintiff maintained a 


deposit account with the Amalgamated 
Bank and, had this check been deposited 
in that account, as was customary, thc 
proceeds could not have been withdrawn 
without the joint signature of plaintitf’s 
president and treasurer. Plaintiff's board 
of directors consisted of five individuals 
and its stockholders numbered about 
twenty-five. 

Defendant rested upon _ plaintiff's 
proof showing that Moses Silverman had 
caused the check to be deposited with 
defendant in performance of his scheme 
to convert the moneys to his own pur- 

se. 

Defendant contended not only that 
Moses Silverman had power to transfer 
this check to the bank account of the 
Silfo Amusement Company, but also 
that his conduct in so doing had heen 
ratified by plaintiff. 

Three separate questions were sub- 
mitted by the learned trial court to the 
jury, each of which was answered in 
the negative. The first two were as fol- 
lows: 

“Question No. 1. Do you find from 
the evidence that Moses Silverman, as 
president of the plaintiff corporation, 
had authority to endorse the check of 
David Abrams to the order of plaintiff 
for $15,000 (Plaintiff's Exhibit 1), with- 
out restriction or limitation? Answer: 
No. 

“Question No. 2. Do you find from 
the evidence that the plaintiff, through 
its officers or its board of directors, di- 
rectly or indirectly, in any manner or 
form, ratified the act of Moses Silver- 
man, its president, in endorsing said 
check by himself as president of the 
plaintiff corporation, and in having his 
son, David Silverman, endorse the same 
as secretary? Answer: No.” .. . 
The decisions are clear that under these 
circumstances, where plaintiff corpora- 
tion has no contact with the defendant 
bank, and the bank has not been misled 
by plaintiff, it is liable for the check 
even though it has paid the proceeds 


thereof to its own depositor in good 
faith. 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of: Europe 
and Latin America 


URING the last month two 
D events of a tragical nature have 

occurred, one in France, where 
the President was assassinated, and the 
other in Japan, where the Prime Minister 
met a like fate. While in the former 
case the act was individualistic in char- 
acter and without political significance, 
in the latter it was apparently linked to 
a concerted effort to bring about changes 
in the government. There has been an 
election in France, the result being to 
effect a change in the political com- 
plexion of the Chamber of Deputies, M. 
Tardieu having failed to receive the sup- 
port necessary to his continuance in 
office. The belief seems to be that this 
change may slightly modify the relations 
of France toward international affairs, 
in the direction of a more conciliatory 
attitude, but that its greatest effect will 
be upon the internal affairs of the coun- 
try. At the moment there is in session 
at Lausanne an international conference 
whose decisions are sure to have an im- 
portant result on international finance, 
as this conference must deal with the re- 
sumption or further postponement of 
reparations payments by Germany, 
which decision may in turn affect the 
course of the debtor nations respecting 
their obligations to the United States, 
the so-called Hoover moratorium on 
these debts expiring with the end of 
June. In advance of the meeting of the 
conference, Germany’s position was that 
she would pay no more on reparations 
account, and France has intimated that 
her resumption of payments on account 
of indebtedness to the United States was 
dependent upon receiving the necessary 
funds from Germany. The attitude of 
Great Britain has not, as yet, been ex- 
plicitly defined. That Germany's de- 
cision respecting reparations payments 


will be accepted by France and Great 
Britain is by no means certain, and on 
this point the Lausanne conference 
should throw a clearer light. It is the 


‘common view that the results of this 


conference are bound to exercise a vital 
influence on the financial condition of 
the world, and the outcome of its de- 
liberations is awaited with great anxiety. 
Last month the Bank of England further 
reduced its discount rate from 3 to 2 
per cent., the fifth reduction during this 
year, and a fall from 6 per cent. to the 
present figure. At about the same time 
the rate of the National Bank of Sweden 
was lowered from 5 to 4/2 per cent. 
European countries still on the gold 
standard continue to withdraw gold 
from New York. Whether this action 
is due to distrust of the future of the 
dollar, or to the very low rate for money 
at New York, is a disputed question, al- 
though the failure of foreign funds in 
New York to earn a satisfactory profit 
would afford a sufficient explanation for 
the eastward flow of gold across the 
Atlantic. It is not doubted, however, 
that the repatriation of gold on the large 
scale recently taking place is a further 
evidence of the widespread distrust now 
prevailing, and which has caused many 
of the central banks of the world to con- 
clude that the safest place for their 
funds is in their own vaults. A reversal 
of this attitude cannot be expected un- 
til there is a general restoration of con- 
fidence and a resumption of more normal 
trade and financial relations. When 
this change will take place, and upon 
what particular event it is dependent, no 
one seems to know, although much 
opinion exists to the effect that the clear- 
ing up of the reparations and inter-gov- 
ernmental debt problems must take place 
before any decided change for the better 
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THE BRITISH 


OVERSEAS BANK 
LIMITED 


Capital Authorized. . . .£5,000,000 
Issued and Paid-up. . . .£2,000,000 
Reserve Fund -« £225,000 


Through its world-wide connections 
and agencies the Bank is able to offer 
to its clients at home and abroad ex- 
ceptional facilities in foreign exchange 
and in the financing of every form of 
foreign trade, and also to provide up- 
to-date credit reports and information 
as to international business conditions. 
Correspondence invited. 


33, GRACECHURCH STREET 
Lombard Court, LONDON, E.C. 3 
Telegraphic Address: ‘‘Saesrevo, London.” 


Affiliated Institution in Poland : 
Anglo-Polish Bank, Limited, WARSAW 


can occur. This is why the deliberations 
of the Lausanne Conference are of such 
great importance. 


GREAT BRITAIN 


It is declared by so eminent an au- 
thority as The Statist that the improved 
conditions in England are of a super- 
ficial character in that the improvement 
does not represent a substantial recovery 
of trade and industry. Declaring that 
“the prerequisite of any recovery in 
world prices and, therefore, in economic 
activity lies not merely in a superabun- 
dance of artificially cheap money,” this 
authority goes on to say: “Rather is it 
to be found in the return of confidence 
which alone can set the wheels of in- 
vestment and enterprise in motion. This 
end can best be served by keeping the 
domestic financial situation healthy, by 
conducting the national finances on 
sound lines, by avoiding the easy pitfalls 
of economic isolationism, and by giving 


whole-hearted co-operation to politic! 
pacification and reconstruction throug): 
out the world.” 

A recent public issue of national 
securities indicates a return of easier 
financial conditions. Treasury bonds to 
the amount of £110,000,000 were sold 
on a basis of a yield varying from 514 
per cent. to around 34% per cent., the 
rate varying with the time of redemp- 
tion, the lower figure representing draw- 
ings in the tenth year. The success of 


this issue is taken as an indication that 
the large 5 per cent. War Loan debt 
may be refunded on a basis as low as 
34 or 4 per cent. 


The £150,000,000 Exchange 
Equalization Fund 


While agreeing with the general prin- 
ciple of increasing the resources in the 
hands of the authorities for neutralizing 
the effect on the exchanges of move- 
ments of floating capital, The Economist 
takes exception to the concealment of 
the details of the assets of the account. 
It says on this point: 

“While no one would wish to hamper 
the bank in the ticklish business of at- 
tempting to restrain the vagaries of a 
free currency, there is an even greater 
danger to be feared from a policy of 
secrecy. Nothing has done more to 
undermine public confidence in the 
policy of the bank than the air of mys’ 
tery with which its proceedings have 
frequently been surrounded. Whatever 
their charters may say, central banks are 
public institutions with a national re- 
sponsibility. Our own bank is far be- 
hind other leading central banks in the 
extent to which it takes the public into 
its confidence. If we are to have a man- 
aged currency for some time to come, it 
will only be possible for management to 
be effected successfully if market forces 
automatically come into play to correct 
fortuitous aberrations of the exchange. 
The system will never be successful or 
inspire confidence if a single performer 
who knows the facts plays a lone hand 
against the great mass of buyers and 
sellers of foreign exchange working in 


the dark.” 





The Stockholm, 
Sweden, Office of the 


Situated in the heart of 
Stockholm, opposite 
the Royal Palace 

and Parliament 


Building 
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Lack of Monetary Policy 

According to the Monthly Review 
issued by the Midland Bank, Limited, 
the country lacks a clear-cut monetary 
policy. “The plain inference,” it says, 
“from events in the last seven months 
is that our authorities have no clearly 
defined monetary policy. Certainly none 
can be read into public statements, ex- 
cept the vaguely expressed desideratum 
that the pound sterling should not suffer 
serious loss of purchasing power. As 
time has gone on, however, it has become 
more and more clear that the pound 
sterling’s purchasing power is already 
swollen beyond support, and that the 
only wise policy is steadily to reduce its 
command over goods until it comes more 
nearly into equilibrium with the level of 
sterling costs. For this purpose the level 
Operative about three years ago might 
be taken as the objective, and it must al- 
ways be remembered that, just as whole- 
sale prices have fallen far more pre- 
cipitously than retail, so there is room 
for a substantial rise in wholesale with- 
out any very marked effect on the cost 
of living. 


“It is perhaps not clearly realized that 
our powers and potentialities in this 
matter are now much stronger than they 
were. So long.as we were striving to 
maintain the gold standard the course of 
monetary events here was influenced 
strongly by developments in other gold 
standard countries, particularly the 
United States and France, though even 
under those conditions we enjoyed 
potentialities far greater than appear to 
have been recognized. The result of our 
dependence—partly inherent in the 
mechanism of an international standard, 
and partly self-imposed—was that busi- 
ness activity and financial equilibrium 
became more and more difficult to main- 
tain. Our internal price and cost struc- 
ture was strained to breaking point, and 
finally, in September last year, the link 
between sterling and gold was sundered. 
The severance, though largely involun- 
tary and therefore regarded as a disaster, 
in fact conferred upon us a degree of 
monetary freedom not enjoyed for many 
years. 

“It might have been thought sufh- 
ciently obvious that our new found inde- 
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BANCO DE MEXICO 


MEXICO CITY P. O. Box 98 Bis 
Resources: Over $265,000,000 


Mexican Money 


amma 


Cable Address: BANXICO 


Capital: $100,000,000 


Mexican Money 


The Mexican Central Bank of Reserve and Rediscount 
The only Bank of Issue in the Republic 


THIS BANK ISSUES 


Foreign Drafts—Travelers Letters of Credit—Commercial Credits to Finance 
Imports and Exports—Mail and Cable Transfers—Certificates for payment of 
Import and Export duties. 

Foreign Exchange bought and sold—Travelers Checks in American and Mexican 
Money—Foreign and Local Collections—interest Credited on Balances in Ameri- 
ean and European Money. 


Its Foreign Department cordially invites your correspondence 


TWENTY-SIX BRANCHES AND OVER SIX HUNDRED 
CORRESPONDENTS IN THE REPUBLIC—FOREIGN 
CORRESPONDENTS ALL OVER THE WORLD 


INFORMATION FOR TOURISTS 


The Banco de Mexico maintains a special Department for the convenience of prospec- 
Inquiries should be directed to: 





tive visitors to Mexico and Travel Bureaus. 
Tourist Department 

Banco de Mexico 
Mexico City, Mexico 


pendence should have been used to the 
full immediately the initial shock had 
passed. But, as often in political affairs, 
so in economic, hard-won self-determina- 
tion was used to follow much the same 
policy as if it had never been obtained. 
Deflation, which had brought us to the 
breaking point, was carried on with re- 
newed intensity; no effort was made to 
arrest the process until, perhaps, quite 
recently; and even now it is impossible 
to say whether we are enjoying a brief 
interval before the next application be- 
gins, or whether in fact wiser counsels 
have at last prevailed.” 


FRANCE 


Two recent events of outstanding im- 
portance have recently occurred—the 
tragic death of President Doumer and 
the election, the latter resulting in the 
overthrow of Premier Tardieu’s govern- 
ment. From present reports it does not 
appear that this political change will re- 
sult in any substantial alteration of the 
country’s policy with respect to interna- 
tional affairs. 
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Trade returns for the first quarter of 
1932 show a reduction in imports from 
foreign countries ‘of 4,355,000,000 
francs, compared with the first quarter 
of 1931, and a reduction of 2,577,000,- 
000 francs in exports to these countries. 
Exports to French colonies show a de- 
cline of 94,000,000 francs and imports 
522,000,000 francs in the like period. 

There has recently been a large in- 
crease of private deposits at the Bank 
of France and the savings banks also re- 
port heavy gains. This large accumula- 
tion of funds is taken both as a reflec- 
tion of depressed business conditions and 
as an evidence of the unwillingness of 
investors to buy securities. Heavy in- 
crease in circulation, especially of notes 
of high denomination, indicate that cur- 
rency is being hoarded. Returns of the 
railways are showing a large daily 
deficit. 

GERMANY 


Hopes of German recovery, based 
chiefly on the large export balances re- 
ported in recent months, have been 
dashed by a sharp reversal of the coun- 
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BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over ... 


$1,400,000.00 


Porto Rico's average yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and Exporters to 
place our facilities at their disposal 
for the efficient handling of their 


transactions with this Island. 


try’s foreign trade, exports declining and 
imports increasing. Part of the change 
is attributed to the loosening of exchange 
restrictions which have heretofore pre- 
vented the importation of needed food 
and raw materials. 

Now that the elections are over, the 
country is freed from immediate appre- 
hension of a radical change in the gov- 
ernment, although the opponents of the 
existing rule have shown remarkable 
strength and still assert their confidence 
of winning in the near future. Whether 
this expectation will be fulfilled or not 
may depend upon the course of events. 
Should the pressure upon Germany be 
relieved to a considerable extent, dis- 
satisfaction with the existing rule would 
be diminished. Much of importance to 
the country, in a political as well as 
economic sense, therefore, hangs on the 
outcome of the Lausanne conference. 
Meanwhile the country remains calm. 


AUSTRIA 


Holdings of foreign exchange by the 
National Bank continue to decline, the 


falling off from the end of March to the 
close of April being estimated as high as 
30,000,000 schillings. Means of re- 
plenishing the exchange, either by a 
foreign loan or an increase of exports, 
do not appear promising. This situa- 
tion has made it necessary for the gov- 
ernment to impose restrictions on im- 
ports, and hereafter some fifty items of 
the customs tariff will be importable only 
by government permission. One object 
of the restriction is to influence other 
countries in relaxing duties on goods 
umported from Austria. The new limita- 
tions on imports are framed so as to 
favor those countries which import the 
larger quantities of Austrian goods. 


HUNGARY 


While progress is being made by the 
state to balance its budget, the cities, 
towns and counties are not making the 
same gratifying record. Local authori- 
ties are charged with reckless borrowing 
and wasteful expenditures. The general 
economic situation shows no definite 
signs of improvement. 
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Backed by an experience of eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 
the Philippine Islands. 

With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 
Inquiries and correspondence invited. 


Che Bank of the Philippine Jalands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE UV. 8S. $=TWO PESOS) 


Cable Address: 
BANCO 


P. J. CAMPOS 
D. GARCIA . 
S. FREIXAS . 
J. M. GARCIA 
V. J. JIMENEZ . 
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ITALY 


Success of the treasury conversion 
plan is taken as an evidence of the 
abundance of liquid funds and of con- 
fidence in the government. Subscriptions 
amounted to four times the 1,000,000,- 
000 lire asked.. There were 260,000 in- 
dividual subscribers. The surplus funds 
are to be allotted in equal amounts to 
the Bank of Italy for partial repayment 
of the treasury’s debt to that institution, 
to the budget for covering the deficit, 
and to the public works program for un- 
employment relief. The unemployment 
situation has shown some recent im- 
provement. Considerable further im- 
provement was reported, due largely to 
the resumption of agricultural activities, 
although industry too is taking on larger 
rolls. The annual reports of Italian 
companies show a surprisingly large 
number of firms maintaining dividends, 
particularly in the lines of banking, tex- 
tiles, metallurgy and chemicals. By the 
end of March the total budget deficit 
amounted to 2,150,000,000 lire. The 
deficit for the month of March amounted 
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to 56,000,000 lire, the lowest for any 
month of the fiscal year that far. Trea- 
sury cash was slightly lower and the 
public debt somewhat higher. Circula- 
tion has been further lowered by 100,- 
000,000 lire, but the totals for loans 
and discounts are unchanged. Bank 
clearings continue low. Foreign trade 
showed an adverse balance of 200,000,- 
000 lire due largely to increasing grain 
imports. 


Italian Shipping Amalgamations 


The reorganization of Italian shipping 
companies, which led in November to 
the amalgamation of the transoceanic 
services into two great companies, the 
Italia, with headquarters at Genoa, and 
the Lloyd Triestino, with headquarters 
at Trieste, has now been completed by 
two further amalgamations. 

The Florio, serving North African 
ports, has amalgamated with the Citra, 
engaged on subsidized services with East 
African ports. Naples will be the seat 
of the new company, the Tirrenia, which 
will insure regular communications with 
the colonial and African ports. 
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The National Bank of New Zealand, Ltd. 


Subscribed Capital - 


Paid-up Capital - - 


Reserve Fund (Invested in Government Securities) - 
Reserve Liability of Shareholders - - 


Manager, ARTHUR WILLIS 


General Manager, J.T. GROSE 


Bills of Exchange Collected 


At the same time six shipping com- 
panies serving Adriatic ports and the 
Aegean islands under the Italian flag, 
have amalgamated to form the Com- 
pagnia Adriatica di Navigazione with 
headquarters at Venice and a share 
capital of 100,000,000 lire. 


HOLLAND 


The new Dutch government loan was 
so largely oversubscribed that total allot- 
ments amounted to only about 7 per 
cent. of the subscriptions, although small 
subscriptions up to 500 florins were al- 
lotted in full. Of the total of 250,000,- 
000 florins 150,000,000 was for conver- 
sion purposes. 

According to a plan proposed by the 
government, losses of the Netherlands 
Bank, estimated at from 28,500,000 to 
30,000,000 florins, sustained by the bank 
from its holdings of pounds sterling, re- 
demption of the losses is to be provided 
for as follows, as reported by the 
Monthly Review of the Rotterdamsche 
Bankvereeniging: 

By using part of the working profit 


Head Office : 8 Moorgate, London, E.C. 2 


Chief Office in New Zealand: Wellington 
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- $30,000,000 


$10,000,000 
$10,000,000 
$30,000,000 


$50,000,000 
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LUAU 


Wool and Produce Credits Arranged 
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and part of the general and special re- 
serves the losses are to be reduced to a 
sum of about 20,000,000 florins. After 
this has been done, the general reserves 
would still amount to 3,000,000 florins 
which is 15 per cent. of the capital, and 
the special reserves to 5,000,000 florins 
or 25 per cent. of the capital. The re- 
mainder of 20,000,000 florins is to be 
written off out of the future profits of 
the bank. 
MEXICO 


Since the amendment of the monetary 
law on April 12, there has been a more 
optimistic tone reflected in banking 
circles owing to the fact that the Bank 
of Mexico is definitely designated as a 
central bank and the only one of issue 
in the country and that it will cease to 
compete with private institutions. Gen- 
erally speaking, banks have rather large 
cash surpluses on hand and are in a 
position to resume lending. The textile 
industry has shown a slight improvement 
lately. 

A new banking law has recently been 
put into effect, greatly restricting the 
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ITALIA-AMERICA SHIPPING CORP. 


American Representative 


- 1 State Street - NEW YORK 


AFFILIATED BANKS: Credimare S.A., Zurich, Share Capital Paid Up Sw. Fes. 1,000.000. 


Banco Di Santo Spirito (Regionale Del Lazio). 
Spirbanco. 
Cassa Generale, Genoa. 


over the Latium—Telegrams: 
Resources Over Lit. 340,000.000. 


operations of foreign banks domiciled in 
Mexico. One object of the new law is 
declared to be to require foreign banks 
to co-operate more closely with the 
Banco de Mexico, the sole bank of issue 
in the country. 

Although trade in various commodity 
lines shows a decline owing to unfavor- 
able exchange and collection conditions 


and the lack of credit facilities, the gen- 
eral feeling in business circles, as in 
April, nevertheless continues somewhat 


optimistic. This feeling is due mainly 
to the changes in the banking law and 
to the increased volume of currency now 
in circulation. A comparison of thirty- 
three commodity prices on May 21 and 
April 21 reveals increases in eighteen 
articles and decreases in fifteen, the in- 
creases being chiefly in foodstuffs. A 
further rise in prices of this class of 
articles is expected because of unfavor- 
able prospects for staple food crops and 
the increased circulating media. Seven 
department stores reporting on trade 
conditions for the month state either that 
conditions are unchanged as compared 
with April or that there is a slightly 
greater business activity. General sales, 
however, are from 20 to 40 per cent. 
lower than in May, 1931. Collections 
of dollar accounts have been more diffi- 
cult as a consequence of the gradual de- 
cline of the peso, the range in value be- 
ing 3.13 to 3.36 to the dollar during the 
first three weeks of the month. Im- 
porters and wholesalers find it difficult 
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Head Office: Rome and 135 Branches 
Share Capital Paid Up Lit. 30,000.000. 


to make price adjustments to cover fu- 
ture exchange fluctuations. Hand-to- 
mouth purchases are the rule of the day. 
Owing to exchange uncertainties, the 
retail and wholesale trades show a ten- 
dency to bargain for the settlement of 
past commitments offering rates of 2.70 
to 3.00 pesos to the dollar. 


POLAND 


According to preliminary figures, trea- 
sury revenues and expenditures during 
the fiscal year 1931-32, ended March 31, 
show the following returns (figures in 
thousands of zlotys) : 

Budget 


Actual for 
1931-32 1931-32 


Actual 
REVENUES 1930-31 
Administrative rev- 
enues and taxes.. 
State enterprises... 
Monopolies 


1,436,353 1,848,083 
147,829 136,620 
677,923 882,008 





Total 2,866,711 3 

A group of Swiss financial interests 
has extended a loan of 10,000,000 Swiss 
francs (approximately $2,000,000) to 
the City of Gdynia. The loan, which 
matures in fourteen years, will be used 
for municipal investments, particularly 
the construction of a hospital, school 
buildings, extensions of the water and 
sewage systems, slaughter house and 
market hall. 

In connection with this loan, the Gov 
ernment Commissioner for the City of 
Gdynia has concluded with a group of 
Swiss construction concerns an agree’ 
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Collecting Drafts on Ecuadorian Places 


Mowy Eesntovion merchants request their American manufacturers to send their collections 
i many American representatives, upon visiting our Bank, have 
recommended the use of our Collection Department to their firms. J : 
Our Collection Department, operated by a special manager and staff, is capable of serving 
you with the maximum of promptness and accuracy. . 
This Bank is the most active in Ecuador, and, according to the September 30, 1931, 
statement of the Superintendent of Banks, holds: 
50.4% of total banking deposits in Guayaquil, 
of total banking cash resources, 
49.0% of total eligible notes discounted, 
which indicates a thorough and intimate knowledge of practically all merchants in this country. 
Our Collection methods are based on American standards and insure for you the same 
accurate and efficient service to which you are accustomed in the United States. 


LA PREVISORA NATIONAL BANK OF CREDIT 


GUAYAQUIL — ECUADOR 


“The most active Bank in the Country” 











ment covering the technical execution of 
the buildings, which provides that only 
Polish material and labor will be used. 
The City of Gdynia has, moreover, 
secured an internal loan of 5,000,000 
zlotys (approximately $561,000) which 
was arranged with the West Bank of 
Warsaw. Proceeds of that loan will be 
used for the consolidation of various 
short-term obligations made to finance 
current investments and improvements. 


CHINA 


An emergency postal service to handle 


outward foreign mail, replacing the 
Chinese service whose workers started a 
general postal strike on May 22, has 
been inaugurated by the Shanghai Mu- 
nicipal Council. Skeleton service has 
been resumed over the Shanghai-Nan- 
king Railway, with normal operations 
expected by June 1. The Shanghai- 
Nanking long-distance telephone service 
was reopened on May 25, following in- 
terruption since January. General busi- 
ness in South China is quiet, with a 
noticeable curtailment of activities on the 
part of small industries. The issuance 
of building permits in Hong Kong is 
declining in number, indicating the pos- 
sible passing of the building boom. 

The general trade situation in Man- 
churia continues dull, with only little 
hope for improvement. Trade in North 


Manchuria is particularly dull, due to 
continued military operations. Dairen 
imports for the four months ending 
April 30 totaled 48,000,000 yen, against 
35,000,000 yen in that period last year. 
Imports from the United States during 
the first four months’ period totaled 513,- 
000 yen ($168,300) compared with 1,- 
270,000 ($626,800) one year ago. (Yen 
In April, 1931, equaled $0.4956, and in 
April, 1932, $0.3281.) 


JAPAN 


The Japanese Diet convened June 1 to 
consider pending economic legislation. 
In addition to approval of budgets and 
expenditures for the coming year, con- 
sideration will doubtless be given to 
measures calling for revision of the note 
issue system, liquidation of real estate 
loans, tariff revision, and possibly a mea- 
sure dealing with the reorganization of 
the silk industry. This industry is re- 
ported to be completely discouraged and 
need for reform is considered essential. 

Cotton and rayon industries are re- 
ported satisfactory. Speculative imports 
of iron and steel continue. The govern- 
ment is making available immediately 
$0,000,000 yen for relief of mortgage 
loans. (1 yen equals $0.3185 at current 
exchange.) Last year’s budget deficit is 
placed at 198,000,000 yen. The South 
Manchurian Railway is continuing efforts 
to augment its working capital. 





BANKERS INVITED 


FOREIGN BANKS ARE 








INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 








International Banking Notes 


ROFIT and loss account of the Indus- 

trial Bank of Japan, Tokyo, for the half 

year ended December 31, 1931, showed 

net earnings for the period of 3,284,588 
yen, including 1,197,641 yen brought for- 
ward from the last previous account. This 
sum has been allocated as ‘follows: 


To reserve against loss Yen 400,000 
To dividend equalization fund ... 100,000 
To dividend (6% per annum) ... 1,500,000 
To bonus for officers 65,000 
To carry forward to next account 1,219,588 


The bank’s capital, according to balance 
sheet of December 31, is 50,000,000 yen. 
Total resources on that date were 622,882,- 
978 yen. 

In his address to stockholders, Toyotaro 
Yuki, governor of the bank, said: “I regard 
the present as just the time when industrial- 
ists and bankers should go hand in hand more 
closely to expedite such readjustment and 
reorganize drastically the management of 
business. In all likelihood the future path 
of the economic community will not be 
strewn with flowers. But if business is car- 
ried on sound lines and qualifies itself for 
financial facilities, it can get through the try- 
ing economic changes and may even contrib- 
ute something toward our economic resources. 
The replenishment of economic resources will 
improve our economic relations internation- 
ally, and, at the same time, it constitutes, I 
believe, a factor of utmost importance for 
establishing the monetary system on a firm 
basis.” 


STATEMENT of the Imperial Bank of India, 
Calcutta, as of March 18 shows capital of 
Rs.5,62,50,000, surplus of Rs.¥,00,00,000, 
and total resources of Rs.84,53,14,000. 


AvuGustTIn RopriGuez, president of the Na- 
tional Banking Commission of Mexico, has 
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been appointed managing director of the Bank 
of Mexico, replacing Alberto Mascarenas, who 
has resigned after having served as managing 
director since the founding of the bank six 
years ago. 

The new manager has been prominent in 
Mexican banking circles for the last twenty 
years and was at one time head of the Com- 
pania Bancaria de Paris y Mexico. For the 
last fourteen years he has been president of 
the National Banking Commission. 


BALANCE sheet of De Javasche Bank, Batavia, 
as of March 12, 1932, shows capital of f.9,- 
000,000, reserve of f.13,500,000, extra re- 
serve of f.2,791,125 and total resources of 
f.299,245,300. 


At the one hundred and second annual gen- 
eral meeting of shareholders of the Union 
Bank of Scotland, Limited, held at the head 
office, Glasgow, May 4, the directors submitted 
a statement showing profits for the year, after 
providing for rebate of interest and making 
an appropriation for bad and doubtful debts, 
as £329,910 13s. 3d., to which was added 
£148,721 6s. 1d., balance brought forward 
from the previous year, making a total of 
£478,631 19s. 4d. but of this sum £15.000 
was applied to bank offices, £15,000 to heri- 
table properties yielding rent, and £100,000 
to contingencies. The directors recommended 
a dividend of 18 per cent. on the paid-up 
capital of £1,200,000, one-half payable May 
4 and one-half November 10, and that £25, 
000 be allocated to pensions and allowances 
fund, leaving £107,631 19s. 4d. The real 
account on April 2 stood at £1,800,000, and 
the market value of investments exceeded the 
amount at which they stand in the balance 
sheet. 

The Duke of Atholl having declined re- 
election as chairman of the board, Lord Novar 
was appointed as his successor. 
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Current Conditions in Canada 


E industrial expansion which 
commenced in January reached its 
peak in the latter part of March 
and the first part of April and the 
trend is now downward, although, of 
course, there are exceptions to the 
present general movement.” So says 
the Canadian Bank of Commerce, 
Toronto, in its Monthly Commercial 
Letter for May. 

“The reopening of navigation on the 
Great Lakes,” it continues, “was fol- 
lowed by larger exports of wheat, a 
welcome development considering the 
continuous decline during February and 
March. 

“Apart from the delay which they 
cause in planting, weather conditions 
practically over the entire country 
have been favorable to agriculture at 
the opening of the new crop season. 
In three of the four important precip- 
itation periods for the Western grain 
belt—autumn, winter and early spring 


—the moisture has been above normal 
in most districts, although, as a result 
of three dry summer and autumn 
seasons in the South, a fairly large 
part of the total area has less than 
average sub-soil moisture. The recent 
drenching rains throughout the Prairies 
were sufficient for germination in all 
sections and added to moisture reserves. 
The present requirement is for fine 
weather in order to hasten planting and 
germination. The fourth important 
period is the growing season, in which 
a normal rainfall will be required, 
particularly in June.” 

The Bank of Montreal, in its Busi- 
ness Summary of May 23, lists as 
factors in the agricultural outlook the 
great reduction, 347,000,000 bushels, 
in the estimated winter wheat crop of 
the United States, and enlargement of 
the quota of foreign wheat permitted 
importers in European countries im- 
posing restrictions. 
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| Christiania Bank og Kreditkasse | 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Bankine Business oF Every 
Descriprion TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 
The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


MERCHANDISE MOVEMENTS 


The Bank of Montreal’s Summary 
says that merchandise movements, gen- 
erally speaking, “remain slow, still below 
the pace of last year, as car loadings 
attest, as well as do bank debits. Re- 
sumption of navigation has infused 
activity in quarters dormant during 
winter, and under all the circumstances 
the season’s shipping in the port of 
Montreal has opened in a fairly satis- 
tory manner... . 


FOREIGN TRADE 


“The foreign commerce of Canada 
in April was valued at $57,249,000, 
comparing with $85,863,000 in the 
corresponding month la:t year. To 
the decrease from 1931, imports con- 
tributed $21,254,000, and exports of 
domestic products $6,959,000, so that 
a considerable gain was made toward 
balanced trade, the excess of imports 
over exports bing reduced to $2,818,000 
from an excess of $17,254,000 in April. 
1931. On the export side the main 
feature was a gain in shipment of 
wheat to 7,513,000 bushels from 4,680,- 
000 in 1931, and in value from 
$2,942,000 to $4,537,000 with small 
variation in price per bushel. Another 
increase was in copper in matte, export 
of which was $842,800 against $389,- 
800 in April of last year, but it took 
nearly four times as much metal to 
double the value. The export of meats 
more than doubled in quantity over 
April of last year, and increased in 
value from $107,510 to $356,980. 
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OTHER INDUSTRIES 


“Gold mines in Ontario produced 
bullion of the value of $11,167,541 
in the first quarter of this year, an 
increase of $1,230,726 over the first 
quarter of 1931, while receipts at the 
Mint in April amounted to $5,381,984, 
being the largest amount in any one 
month. 

“High rates of interest and disinclina- 
tion to loan on real estate under present 
conditions retard the building industry, 
so that construction is at a low point. 

“An increase of 6 per cent. was 
recorded in newsprint production in 
April by Canadian mills, the output 
being 176,600 tons against 166,758 tons 
in March. 

“The statement of chartered banks 
at the close of March shows an increase 
in current loans, the first in five months, 
of $7,119,000. Note circulation de- 
creased $1,724,000, reflecting the quiet 
state of trade. Bank debits for April 
were $2,073,000,000, compared with 
$2,786,000,000 in April, 1931.” 


CURRENT STATISTICS 


In its May Letter the Canadian 
Bank of Commerce publishes some 
interesting statistics of finance and 
trade. Foreign trade for February, 
1932, it shows, was $72,604,877, as 
compared with $95,908,063 for Febru- 
ary, 1931. For the years ended on 
those two dates, it was $1,199,278,856, 
as compared with $1,796,682,262. 

Gross earnings for the first three 
months of each of the last four years 
are also given. They show a steady 
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downward trend from the total of 
$107,828,257 in ‘1929 to $62,721,386 
in 1932. 

Bank clearings for the twelve months 
ending March, 1932, were $15,785,774,- 
140, almost $4,000,000,000 less than 
those of the previous year, which 
totaled $19,287,840,089. For March, 
1932, they were $1,035,915,660 and 
for March, 1931, $1,366,477,206. Bank 
debits for the year ending March, 1932, 
also show a large decline when com- 
pared with those of the preceding year. 
They were $29,897,937,955, as com- 
pared with $36,146,462,482 for the 
year ended March, 1931. In the month 
of March, 1932, bank debits were 
$2,024,037,771 as compared with $2,- 
570,410,694 for March, 1931. 


BANK OF MONTREAL'S STATEMENT 


Ability to meet rapidly changing 
conditions and at the same time main- 
tain its uniformly strong position is 
shown by the Bank of Montreal in 


its statement of the affairs of the bank | 
The statement, which | 
shows total | 


as at April 30. 
is the semi-annual one, 
assets at $748,612,481, compared with 
$786,897,706 a year ago. 
amount quickly available assets are 
$385,483,225, equal to 57.34 per cent. 
on all liabilities to the public. 
among these liquid assets is cash in 
vaults and in central gold reserves 
amounting to $78,491,119, equal to 
11.67 per cent. of public liabilities. 

The most important change in liquid 
assets is represented by an increase in 
government and other bonds and de- 
bentures to a total of $228,901,146. 
Included among them are Dominion 
and Provincial government securities 
of a value of $174,730,246, up from 
$149,229,626 a year ago. Call loans 
outside of Canada are $20,262,324 and 
are secured by bonds, stocks, and other 
negotiable securities. 

Call loans in Canada secured by 
bonds and stocks of . greater value at 
current quotations than the loans stand 
at $5,645,610, as compared with $11,- 
347,487 at the same date last year. 
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The total of current loans made to 


others, is reported at $336,572,388. 

Deposits have held up remarkably 
well under prevailing conditions. Total 
deposits are reported at $626,701,081. 

Total assets of $748,612,481 are avail- 
able to meet payment of liabilities to the 
public of $672,310,882, which leaves 
an excess of assets over these liabilities 
of $76,301,599. 

The profits for the six months 
amounted to $2,589,292 as compared 
with $2,771,753 for the corresponding 
period last year. The profits were 
distributed as follows: dividends, $2,- 
160,000; provision for taxes Dominion 
Government, $228,316, and reservation 
for bank premises, $100,000, leaving a 
balance of $100,976. This, when 
added to the balance carried forward 
at the end of the fiscal year, brought 
the total at the credit of profit and 
loss to $1,204,403. 





The Drama of the Last Depositor 


By Roy BoarRDMAN SMITH 


Scene: The lobby of a well known 
savings bank. Time, about two o'clock. 
All day the long line of depositors has 
worked its way to the pay-out windows 
of the bank, received payment in full 
of their claims and gone. Now comes 
the last in line. He is a somewhat 
shrivelled man wearing a short black 
beard and frayed clothes, evidently from 
some part of Central Europe. He must 
have had to pinch every penny, and for 
the last two hours as he continues to 
wind up the line he has felt very fidgety 
lest the bank close before he was abie to 
get to the window. At last he is there. 
His name is Stradsky. 

Stradsky (handing in his book). 
So, you stay open till I come. Good. 
I want my money. 

Clerk. You are the last one, aren't 
you? 

Stradsky (obstinately). 
money. 

Clerk. But wait a minute. I must 
see if you really are the last one. (He 
goes back and consults with other em- 
ployes and officials, and they pore over 
cards and records.) 

Stradsky (loudly). What's the mat- 
ter? I tell you I want my money. You 
paid all those others, why don’t you pay 
me? 

Assistant treasurer (hurrying to win- 
dow). Just a minute, my good man. 
Perhaps you are the last depositor; we 
must make sure, you know. 

Stradsky (wailing). Always I am too 
late! Whv did I ever put my money 
in this bank? One hundred and fifteen 
dollars! Can't you even pay me one 
hundred and fifteen dollars? 

(The clerk and another assistant 
treasurer enter the cage and talk with 
the assistant treasurer already there, in 
whispers. They reach some agreement 
and the assistant treasurer turns back to 
the window and speaks to Stradsky.) 


I want my 
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Assistant treasurer. 
last depositor! 

Stradsky. All right. All right. What 
of it? Have you no money left? 

Assistant treasurer. That's just it. 
We have a great deal, and now that you 
are the owner of the bank we want to 
know how you would like to take care 
of these funds? 

Stradsky. What? I don’t understand. 
I have only one hundred and fifteen dol- 
lars in this bank. You have made a mis- 
take. 

Assistant treasurer. Not at all, Mr. 
Stradsky. Just step this way and we 
will explain the situation to you. (Mr. 
Stradsky is escorted by two uniformed 
attendants and three assistant treasurers 
to the sumptuous office of the president, 
opposite whom he is seated in a deeply 
upholstered chair. The president beams 
upon him benevolently.) 


President. Mr. Stradsky you are a 
very lucky man. I congratulate you! 

Stradsky (suspiciously). You can't 
get out of it this way. I want one 
hundred and fifteen dollars! 

President. Now, Mr. Stradsky, please 
calm yourself. Allow me to explain. 
In a mutual savings bank like ours all 
the assets belong to the depositors. But 
all our depositors but you, Mr. Stradsky 
—think of it, Mr. Stradsky—every de- 
positor of this bank but only you, has 
been paid his claim in full. So, don’t 
you see? Everything that’s left belongs 
to you! 

Stradsky (bewildered). But I only 
put in one hundred and fifteen dollars! 

President (kindly). It makes no dif- 
ference whether your account is for five 
cents or four thousand dollars, or 
whether you put it in yesterday or 
twenty years ago. You are our last de- 
positor. 

Group of officers and employes (bow: 
ing low). We all congratulate you, Mr. 
Stradsky. 

Stradsky (attempting to rise while the 


Yes, you are our 
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A Completely Revised Edition of 
That Banking Classic— 


THE ENCYCLOPEDIA OF 
BANKING AND FINANCE 


By GLENN G. MUNN 


HERE: in a single compact volume, is the gist of hundreds of books on 
every phase of banking and finance. In authoritative, quick ref- 
erence form, it offers busy bankers and financial executives just the informa- 
tion they need to answer the questions that arise in their daily work. 


The book contains a _ tremendous 
amount of organized information: clear 
explanations of 3400 subjects; complete 
texts of important banking laws; much 
special matter which the financial execu- 
tive uses many times each month. 


For years this volume has been the 
standard reference work in its field. In 
previous editions, thousands of copies 
have been sold. Now—because of impor- 
tant changes which have recently taken 
place —this new edition becomes indis- 
pensable. It offers many more pages than 
any previous edition, discusses scores of 
new subjects, and elaborates or revises 
those which have already appeared. In 
it, the various banking laws—as well as 
all bibliographies—are brought up-to-date. 


The original work, as well as the revi- 
sions here presented, have both taken 
years in preparation. The author — with 
a staff of assistants — made an extensive 

check of works in the field to make sure that all the relevant material they pre- 
sented was here incorporated. Then he carefully revised and enlarged his original 
findings. To guarantee accuracy, six different authorities checked the portions of 
the work covering their respective fields. 

The Encyclopedia is arranged alphabetically by subject, thus providing an 
automatic index. Cross-reterencing is widely employed. The reader is therefore 
assured of having access to all phases of his subject — and in a minimum of time. 

Everyone connected with banking and finance will find the book an indis- 
pensable working tool. It may be examined without cost or obligation. Just fill 
out the coupon below. 


- - - - - -Free Examination Coupon - - - - - 


BANKERS PUBLISHING COMPANY 
185 Madison Avenue, New York, N. Y. 


Gentlemen: You may send me, without cost or obligation, for free examination, 
.»» copies of the revised edition of ‘Encyclopedia of Banking and Finance.”— 
Price $7.50. At the end of ten days, I will either send you my check for $.... 
($7.50 per volume) or return the book (s). It is understood that I may pay in 
three monthly installments if I prefer. 


{ ] Check for $.... is enclosed. [] Please send C.O.D. 
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uniformed officers hold him in his chair. 
He is greatly excited and tears at his 
hair). What is this monkey business 
you are trying to do to me? _I want one 
hundred and fifteen dollars! 


President (aside to clerk). Get him 
one hundred and fifteen in cash, quick. 
(To Stradsky). Yes, we all understand 
that, and you shall have that amount at 
once; but don’t you understand that all 
the property of this bank, this building 
and ‘the mortgages we hold, and the 
bonds we have, and the cash here and on 
deposit with other banks, all this is now 
yours because you are our last depositor? 
(Taking money from the clerk and 
handing it to Stradsky.) Here is the 
one hundred and fifteen dollars, but 
what do you want done with the bal- 
ance of the assets? 

Assistant treasurer. Mr. Stradsky, 
we have called a special meeting of the 
trustees, who are assembled in the next 
room. They would like the pleasure of 
making your acquaintance. (Opening 


door and beckoning to the trustees who 
march solemnly in and each say a few 
kind words to Mr. Stradsky as they 
shake his limp hand. Stradsky is utterly 
bowled over by the situation and keeps 
rubbing his eyes as if trying to awaken 


himself from a dream. He is slumped 
in the depths of his chair. But suddenly 
a gleam of appreciation shows in his eye. 
He sits up straight, then stands. He 
gazes from one to another ecstatically 
and convinces himself that they are tell- 
ing the truth.) 

Stradsky (awed). 
worth? 


How much is it 
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President. You mean the remaining 
assets? We may not be able to answer 
exactly for a few days, but in the neigh- 
borhood of three million dollars. This 
building alone should be worth a half 
million. 

Stradsky (losing all restraint). Hoo- 
ray! (He throws his hat and some of 
the ten dollar bills he has just received, 
in the air, and does a few steps of a 
heavy stamping dance.) So, now you 
all work for me, hey? 

President. Yes, Mr. Stradsky. 
present bow to Mr. Stradsky.) 

Stradsky. Well I tell you what I do. 
We shut up the bank. These two fel- 
lows here (indicating assistant treas- 
urers) go out and buy six good beds and 
all that goes with them. You now 
(pointing to the chairman of the invest- 
ment committee), you get a nice gas 
stove installed here in this room and 
plenty of groceries. This will make a 
swell kitchen. Me, my family and my 
son and his family are going to move 
into these back rooms here and we'll 
start a tailor shop in the front. We'll 
make plenty money! Hey you (point- 
ing to the president) call up a moving 
company and tell them to move us down 
here quick from my tenement! 


(All 


Absurd, you say? Possibly; but we 
are keeping our small deposit at the sav- 
ings bank undisturbed, with the hope 
that everyone else will draw their funds 
out. We know of no easier way to be- 
come a millionaire. If you know any of 
the other depositors please scare them 
for us! 





What They Say 


PUBLIC CONFIDENCE 


“Millions on millions of people have 
bank accounts and there is no law that 
compels them to keep their funds in any 
bank. The fact that they have main- 
tained their accounts throughout these 
troublesome times and are making mil- 
lions of new deposits daily is conclusive 
evidence that the public has justified 
confidence in our banks.”-—W. R. 
Morehouse, vice-president Security-First 
National Bank of Los Angeles. 


JUNIOR ON BANKS 


“I believe that if a careful study is 
made of the school savings system, it 
will follow these other barnacles into 
oblivion. Then, if Junior should be so 
fortunate as to possess a dime, instead 
of handing it over to teacher and hav- 
ing it entered in a pass book, he will 
probably invest it in a lot of sticky 
candy. Though he may smear his pur- 
chases all over his face and the wall 
paper, and may make himself nice and 
sick, he will regard the banks with a 
much kindlier eye.”—Joseph J. Brace- 
land. 


GOOD SUPPLY OF WANTS 


“When we begin to talk and act as 
if we were at the end of the rope, we 
have no idea of the resources of the 
country; of its marvelous recuperative 
powers. I have faith, not because I 
minimize the depression, but because I 
think it is so serious and world-wide 
that before it is over the nations will 
get together and realize that they can 
no longer be run on the old-fashioned 
basis of isolation. 

“Ultimately it will be realized that by 
freeing trade and by knocking off the 
shackles of international debts and wars, 
the amount of business that could be 
done would be unprecedented. After 
all, it is satisfying human wants that 
makes business, and there is an inex- 
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haustible supply of wants. If our wanis 
are not satisfied, what about the rest of 
the world, where there are lower stand 
ards of living?”—Bruce Barton, chai: 
man of Batten, Barton, Durstine © 


Osborne. 
A BOOST FOR REAL ESTATE 


“There are 146 mutual savings banks 
in New York State with more than five 
billion dollars on deposit and of this 
sum more than half is invested in mort- 
gages, and I am satisfied that most of 
these investments are safe and desirable 
and that these banks will shortly be 
seeking additional mortgages. I feel that 
real estate will come through with flying 
colors as it has always done and I have 
not lost faith in it either as to invest- 
ments or mortgages.”—William L. De- 
Bost, president Union Dime Savings 


Bani, New York. 


AND ANOTHER 


“Real estate values now, compared 
with two years ago, are exceedingly low, 
and, in fact, constitute a field in which 
billions may be invested with compara- 


tively trivial risks. The total area of 
land, both urban and rural, available for 
occupancy is definitely known and can 
never be greatly increased. Population 
and demand for land are constantly 
growing. Economic laws will tend to 
cause wholesome distribution of popula- 
tion. Real estate values will logically 
take an upward tendency during any 
prolonged period.”—Senator Joseph T. 
Robinson, of Arkansas. 


WRITE DOWN THE DEBT 
BURDEN 


“Before there can be any lasting re- 
covery the debt burden must be written 
down to a more reasonable level. 
Neither public nor private organizations 
can afford to continue large debt pay- 
ments which in terms of actual purchas’ 
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ing power are two and one-half times 
the amount borrowed. Yet that is ex- 
actly what most of the policies adopted 
during the last two and one-half years 
have attempted to make us do.”—Ralph 
West Robey, financial editor, in the 
New York Evening Post. 


GET THE DEBTS PAID 


“We are paying our debts now, and 
when they are paid the cure will start. 
The thing to do at present is to meet 
existing facts as best we can. Every 
unit of every industry must bestir itself 
to increase its income, reduce its ex- 
penses and keep in mind that the world 
has not changed fundamentally. 

“While I would not advise any man 
to spend beyond his means, it is true 
that many people whose incomes have 
not been materially decreased have 
tightened up as much as those whose 
losses have been serious. If such people 
would purchase goods to the extent of 
their ability, conditions would be im- 
mediately improved.” — Richard H. 
Grant, vice-president General Motors 
Corporation. 


THE “MAN” IN “MANAGEMENT” 


“Thinking of banking for a moment, 
we are again reminded that in spite of 
the policies regarding costs, loans, and 
finance, which form the basis of that 
thing we call management, the fact re- 
mains that man is the first syllable in 
management and is first as against any 
and all policies which may be considered 
in bank administration."—Dr. Harold 
Stonier, national educational director 
American Institute of Banking. 


BEYOND DEPRESSION 


“A financial crisis can wipe out 
profits and bring business to a stand- 
still, but character is beyond its reach. 
It can rob us of all we have, but it can- 
not affect what we are. The 
deepest satisfactions of life—those which 
come from sharing and serving—remain 
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secure.”"—Roy L. Smith in the Hub, 
Saskatoon, Sask. 


HOME FINANCING 


“In view of the almost universal re- 
duction in wages and income, a large 
proportion of the home financing of the 
last five years will have to be done over, 
through new mortgages on an extended- 
time, reduced-payment basis, to make it 
possible for the mortgagor to pay less 
per month.”—Dr. John M. Gries, execu- 
tive secretary of the President's Confer- 
ence on Home Building and Home 
Ownership. 


ECONOMICALLY ILLITERATE 


“Emphatically I do not agree with 
anyone who cites as proof of the im- 
possibility of controlling economic crises 
the fact that we have learned something, 
but we forget very promptly. As a 
matter of fact, we have never learned 
the fundamentals of economics. We 
forget because we have nothing of sub- 
stance to remember. There is not, and 
never has been, in the public schools or 
elsewhere, any extended systematic edu- 
cation in every-day finance and eco 
nomics. The majority of people are well 
nigh financially illiterate. Our only 
hope for changing such a condition is 
through financial education in the 
schools."—-Dr. Henry C. Morrison, pro- 
fessor of education University of Chi- 
cago. 


WHERE ARE WE GOING? 


“It is no longer necessary to point 
out that the cost of government is now 
beyond the ability of the people to pay. 
A, business depression has brought that 


fact home with brutal force. Govern- 
ment has now become a $14,000,000,000 
annual expense, and we face a stagger- 
ing public debt and a back-breaking tax 
burden. We know where we are today, 
hut we must now determine where we 
are going tomorrow.”—Frederick E. 
Williamson, president New York Cen- 
tral Lines. 





Transpositions 


By ARTHUR MorRJE 


HOLLYWOOD AND WALL STREET 


VX jE no longer speak of the bank- 
ing structure of the United 
States as being “strained.” It 

has passed that stage some time ago. 

There is every good reason to believe 

that it has been twisted until it has as- 

sumed a new shape. It has a new set 
of forces to overcome and a new body 
of depositors to serve. 

Thirty years ago the conservatively 
managed institution mentioned its capi- 
tal and surplus every so often in the 
daily press. The advertising appropria- 
tion was large enough to pay for a few 
blotters, the required monthly statement 
of condition and a box of cigars for the 
examiners. A few of the more daring 
companies went so far as to list the 
names of their officers and their business 
connections, but the older houses sniffed 
and waited for the debacle. 

Advertising methods and confidence 
progressed until a few years ago, when 
thousands of dollars were spent to tell 
the world that everyone should have a 
bank account and should consult his 
banker whether he was going to buy the 
controlling interest in an oil well or 
make the first instalment on a radio. 

But, the events of the last few years 
have altered public opinion a bit. Be- 
cause a bank is open and boasts of its 
safety is no reason to suppose (reasons 
the depositor) that the printer who 
makes up the advertisement is not mere- 
ly doing what he is told, and that bank 
doors have remained closed after nine 
o'clock on a business day even though 
they had been in the habit of swinging 
open to the public for a good many 
years. In a few words, the man-on-the- 
street is a trifle wary of old stories. It 
takes a super-salesman to regain his con- 
fidence. 

From the Philadelphia Chaptergram, pub- 
lished by Philadelphia Chapter of the Ameri- 


can Institute of Banking. 
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I think we can learn a great deal from 
Hollywood inthis respect. . They- also 
had the same problems which confront 
the banker. People no longer flocked to 
moving picture houses as they once did, 
and yet their overhead was constantly 
mounting. They had built gigantic pal- 
aces which often contained more ushers 
than patrons. 

But Hollywood has not used old tac- 
tics to meet a new problem. Barnum’s 
old cry of “The Greatest Show on 
Earth!” no longer aroused the interest 
it once did. People were tired of super- 
thrills. And so there was born the press 
agent and advertising man who under- 
stood crowd psychology and economics 
better than a room full of Vienne 
scientists. 

They were confronted with the actress 
who was slipping. The public had seen 
all her tricks and mannerisms and they 
no longer felt emotionally interested 
when the leading man kissed her steadily 
for four and three-quarter minutes. 

Here was a problem indeed. A few 
years ago the advertising department 
would have suggested they cancel her 
contract and make a new star—but not 
today. The press agent first reads the 
daily newspapers and the financial pages. 
He sees that people have suddenly put 
a greater value on the dollar. Wages 
and incomes shrinking. The “rich” man 
is no longer idolized—very likely he is 
on the brink and wavering between the 
hotel window and the river for a solu- 
tion. But the person who is now mak- 
ing a large salary is considered some- 
thing of a wizard. 

“Imagine,” the public whispers with 
emotion, “Sally Jitters just signed a con’ 
tract with the Flicker Foto people for 
$29,000 a week! I must see her—she is 
appearing in ‘Career or Alimony’ at the 
Royal this week.” 

One can readily see that a mere men- 
tion of $29,000 a week causes a new 
wave of interest to sweep over the movie 





fans. They feel that she must be a great 
actress to demand such an unheard of 
salary and the next time they see her 
they will endeavor to find out what 
tricks she knows which will bring over 
$400 a day. Maybe this will have a finan- 
cially salutary effect on the audience. 

Now banks could use the same tactics. 
Do you know how much your president 
makes a year? No—of course not, nor 
do the depositors. In story books the 
traditional bank president made $100,- 
000 a year. But nowadays the public 
does not read books—especially old ones 
—and real knowledge on the subject is 
rare. Some people think he no longer 
draws a salary. He merely works for 
some ulterior motive. If it happens that 
he should play golf a little too strenu- 
ously and lose some sleep, so that his 
face appears leaner, the depositors im- 
mediately sense starvation and general 
collapse of the company. 

The idea of advertising large bank 
salaries for bank employes might be 
carried on all along the line. If a cus- 
tomer knew that Mr. Whortleberry, at 
window 13, was drawing a .cool $10,000 
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a month they would approach his person 
with a little more respect. Imagine 
keeping a balance of $8 when you have 
a $10,000 a year man waiting upon you! 

The teller would no longer be spoken 
of as, “My old pal, Joe, up at the 12th 
National—my banker—calls me up 
when I’m overdrawn.” Rather, he 
would be more inclined to say, “Mr. 
Whortleberry, at: the 12th National, 
whom I know fairly well—they say he 
makes $10,000 a month. Oh, yes, rather 
high, but they have TELLERS in that 
bank!” 

I am sure that really clever advertis- 
ing men could think up other ideas just 
as practical and efficacious to put the 
banking business and bankers on the 
same solid foundation that the cinema 
world now enjoys. 

* * * 


A RADIO TALK ON CORRECT ENGLISH 


Good evening, my radio friends, after 

I have a cough drop made by Jones and 

Sons I will tell you about the use of 
good English. 

See, I take the box of tablets in my 
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left hand, and with my right hand I 
remove the tissue paper wrapping, then 
the cardboard, then the lead foil, and 
without losing a minute I pluck a tablet 
from its germ-proof nest. I put it in my 
mouth—so. (The audience hears a noise 
like Aunt Emma used to make when she 
heard something shocking, and they are 
supposed to know that the lecturer is 
giving his throat a good overhauling.) 

Ahem—see, my voice is like a bell. 
The value of correct English has never 
been computed. Only the other day I 
heard of an occurrence which demon- 
strated the value of correct English in 
the business world. 

The president of a large bank had in 
mind the idea to increase the salary of 
one of his clerks. He was not sure 
which of two it would be. So taking up 
the receiver of his telephone he called 
one of them. 

“Is that you, Mr. White?” 
the answering voice. 

“Heh?” stammered the clerk. 


he asked 


“Is that Mr. White?” repeated his 
superior. 

“Oh, yes, to be sure, sir; what do you 
wish, sir?” 

“Nothing,” replied the president. 

Soon the phone buzzed in Mr. Black’s 
office and the president’s voice said, “Is 
this Mr. Black?” 

Immediately a clear-cut tone replied, 
“Certainly, what do you want?” 

The chief then saw he had a man 
working for him who was full of pep 
and had a practical use of English. He 
invited him upstairs and after a short 
interview promoted him to the vice- 
presidency of the company with a $10- 
a-month increase in salary. Two months 
later he married the president's daugh- 
ter, which solved the unemployment 
problem of his entire family. 

Salesmen would be lost without a 
mastery of English. I was talking with 
a friend of mine the other day who told 
me this story: 

“A man was drinking a weak butter- 
milk in a cigar store and another man 
entered. He quickly walked up to the 
other and cried, “Why, if it ain’t me old 
friend, Tommy Blue!’ (Now, friends, 
you can readily perceive that ‘me’ is not 
a possessive pronoun and ‘my’ is the 
correct word to use.) 

“His friend looked up and greeted 
him gently, ‘What line are you in, Jim?’ 

“Jim sat down and ordered orangeade 
and replied, ‘Oh, I gave up selling can 
openers, but now I’m got into a big line 
with nice profits. Maybe I can do busi- 
ness with you, eh, Tommy?’ 

“What is your line, Jim?’ 

“Suspension bridges,’ says Jim. “And 
all I got to do is sell one and I’m on 
dry land for twelve months.’ 

““T really don’t need any bridges just 
now,’ answered his friend as he walked 
out. Outside he said under his breath, 
‘As if I would buy a bridge off a bird 
who says ‘me’ for ‘my’.” 

Yes, friends, these stories are taken 
from real life, and as a prominent 
statesman said the other day, “Correct 
English and Jones & Sons Cough Drops 
are the cornerstones of success.” 

Thank you. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


JUNE, 1932 


FINANCIAL ADVERTISERS PLAN FOR 


“ THRIFTY 


SING as a theme, “Fi- 
Urns Merchandising 

Faces the Thrifty 
Thirties,” the program com- 
mittee of the Financial 
Advertisers Association has 
outlined a program for 
the annual meeting of the 
association, to be held in 


I. I. SPERLING 


Assistant vice-president Cleve- 

land Trust Company, who is 

chairman of the program com- 

mittee for the F. A. A. con- 
vention. 


Chicago September 12-15. 
Although speakers have not 
yet been named, the subjects 
to be discussed have been 
chosen, and they include 
most of the problems which 
are uppermost in the minds 
of financial advertising men 
at the present time. In 
addition to the general 
sessions, there will be several 
departmental meetings and, 


THIRTIES ” 


of course, the usual social 
events, 

The first day, Monday, 
September 12, will be de- 
voted to registration, sight- 
seeing and the annual golf 
tournament. On Monday 
evening there will be a 
cabaret entertainment, with 
buffet supper and dancing, 
provided by the Financial 
Advertisers - Association of 
Chicago. 

Business will begin early 
Tuesday morning with an 
8 o'clock breakfast for mem- 
bers of the new business 
department. At 9.30 the 
first general session will be 
called to order by the presi- 
dent and, after the usual 


address of welcome, ete, 
there will be four addresses. 
Subjects of these are “The 
Future of Financial Adver- 
tising,” “Meeting the Ad-. 
vertisers’ Requirements with 
Smaller Budgets,” “The Cor- 
rect Psychology of Financial 
Advertising,” and “So-Called 
Advertising We Can Do 
Without.” 

At noon on Tuesday an 
exhibit luncheon will be held 
for the entire membership, 
at which five speakers will 
be given four minutes each 
to explain the merits of their 
banks’ advertising exhibits 
and to bring out the value 
of delegates’ inspecting the 
exhibits carefully for new 
ideas for their own use. 


The second general ses- 











STATE STREET 
TRUST COMPANY 


Pr: 
~— ab: Meceainal 


ae 


The services of a financial secretary 








This spread treatment is given the two inside pages of 
a four-page circular sent out recently by a Boston trust 


company under the signature of the president. 


Note the 


lower left-hand corner where a triangular section has 


been cut away. 


This serves to call the attention of the 


reader to the inside pages after he has read page one. 
The circular is described further on page 700. 
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Let's get out of LOW GEAR! 


Ec HAS been a long, snowy 

Winter. Roads have been 

slippery. We've had togo slow. 

That's over! Let's forget it! 
Let's talk about the most 

absorbing topic of the day . . . 

and go forward into spring! 

* 


7 * 
Already thousands of North- 
west farmers are getting out 
their machinery and giving it 
the annual Spring overhauling. 
Many are planning to repaint 
barns and buildings. They're 
building up fences. Talking 
seed selection. Planning for 
new crops—right now! 
Sellers of seeders, tractors, 
hardware, rakes, paints, over- 
alls, farm supplies-take notice. 
Spring business is starting up! 
* * * 
Millions of Northwest 
housewives are freshening up 
their homes . . . sweeping, 
dusting, painting. They are 


talking about new curtains, 
clothes, rugs, flowers and shrubs. 


Sellers of brooms, pails, 
brushes, shrubs, flowers, seeds, 
fabrics, clothes, and house fur- 
nishings—take notice. Spring 
—the star salesman—is arriving! 

* * - 

Thousands of hardware, 
paint, seed, city and country- 
side stores are filling in stocks, 
ordering new merchandise. 

Manufacturers, distributors 
and salesmen — take notice. 
Spring is building new markets 
and new business! 

. * * 

We welcome this new ac- 
tivity and awakening after a 
Winter that has overstayed its 
welcome. We welcome the 
fresher. livelier feeling, born 
from brilliant sunshine, brac- 
ing air and blue skies. 


Let us all take a new deep 


breath of Spring air. Let us 
sweep our minds free of winter 
cobwebs, doubts and fears. 


Let us all take heart and 
courage from Nature's new 
birth. Let us remember the 
stirring promise from Genesis, 
“While the Earth remaineth, 
seed time and harvest ... shall 
not cease.” 

* * *- 

The banks affiliated in the 
Northwest Bancorporation 
stand ready and willing—even 
anxious—to lend money to 
sound, well-managed busi- 
nesses who are going forward 
into the new season. We stand 
ready to work with manufac- 
turer and distributor in build- 
ing up their sales this Spring. 

We salute the 
seasonand those 
who are going 
forward into it 
with courage! 


NORTHWEST BANCORPORATION 


MINNEAPOLIS. MINNESOTA 


One of a series of advertisements now appearing in 
national publications as a part of the program of this 


institution 


designed to stimulate confidence 


and point 


out the advantages of the Northwest for the location 
of business of all kinds. 


sion, Tuesday afternoon, will 
open with chort talks of 
fifteen minutes each on 
“What the Advertising Man 
Should Know about Bank- 
ing” and “What the Banker 
Should Know about Adver- 
tising.” Other addresses will 
be on “Color in Advertis- 


ing,’ “Present-Day Sales 
Psychology,” “The Service 
Charge and Making Them 
Like It,” “Public Relations 
—-Press and Personnel.” 
After each address opportu- 
nities will be given for 
members to ask questions. 

During the general ses 


———s 


sion, the trust development 
department will be holding 
a separate session. The new 
business department will 
meet at a dinner at 6 p. m. 
Tuesday. 

The third general session 
will be held on Wednesday 
morning, and there will be 
a second meeting of the 
trust development  depart- 
ment at the same time. 
Subjects at the general meet- 
ing will include “What the 
Banker Should Know about 
the Borrower's Advertising,” 
“Dollar, Dollar, Who Has 
the Dollar?” “What Phase 
of Trust Service Can Be 
Profitably Advertised Now 
—Living Trust, Life Insur 
ance Trust, Corporate Trust, 
Testamentary?” 

At noon on Wednesday 
will be held the prize con- 
test luncheon, with three 
minute speeches on “How 
I'm Meeting Present Con- 
ditions.” 

Reports of two commit 
tees will be included in 
the Wednesday afternoon's 
program. Three addresses 
will be on the following 
subjects: “The New Buy 
ing Power of the Adver 
tising Dollar,’ “Why Ad 
vertise at All,” and “How 
Big Must an Advertisement 
Be Today.” 

Two addresses — “Adver’ 
tising Trust Services through 
Branches” and “What Shall 
We Do with Unprofitable 
Savings Accounts—Discour’ 
age or Develop Them of 
Reduce Interest?”—and ad: 
ditional committee reports 
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will make up the Thursday 
morning program. A _ busi- 
ness luncheon at noon will 
include the awarding of golf 
and contest prizes and an 
address on the history of 
the association. 
Only one 
heen 


has 
the 


address 
scheduled for 
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Thursday afternoon session 
—“Concentrating Advertis- 
ing on Profitable Business ™ 

I. I. Sperling, assistant 
vice-president of the Cleve- 
land Trust Company, is 
chairman of the committee 
which is arranging the con- 
vention program. 


HOW BANKS ARE ADVERTISING 


BANK advertising is faulty 
because it Over-estimates the 
comprehension of the aver- 
age man, Kenneth Collins, 
advertising director and ex: 
ecutive vice-president of 
R. H. Macy & Co., New 
York department store, told 
members of the New York 
Financial Advertisers at a 
recent meeting. ““Advertis- 
ing is directed at 1 per cent. 
in Wall Street with the 
other 99 per cent. of the 
people forgotten. Even some 
of our bank _ statements 
which are ‘easy to under- 
stand’ are not within the 
comprehension of the aver- 
age man. I am _ afraid 
bankers have forgotten what 
is a simile—reasoning from 
the known of everyday ex- 
perience to the unknown of 


the failure of advertising 
men to comprehend the 
public mind. 


As a part of its National 
Cotton Week observance, 
the Birmingham Trust & 
Savings Company, Birming- 


“NATIONAL: 
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ham, Ala., published adver- | 
tisements in the local news- 
papers emphasizing the im- 
portance of cotton in the 
economic life of Alabama 
and urging all residents of 
the state to make every 
week a “cotton week” in- 
stead of limiting their activ- 
ities in this respect to any 
particular week. 

Copies of this advertise- 
ment were mailed to ap- 
proximately 100 textile 
manufacturers and firms in 
allied industries 


Window displays featur- 
ing the importance of cotton 
to the community were also 


Scope of the TEXTILE INDUSTRY in the South 
and Its Contribution to Southern Prosperity: 


ANNUAL VALUE OF PRODUCTS 


EMPLOYEES 
USE COTTON 


$1,467,520,000 
$1,212826682 

325,000 
$ 226556392 


yf 


ATLANTA -+ Growing Center of Textile Activity 
1929 


1931 


98% of the cotton consumed in the U.S. in 1931 was consumed at points 
closer to Adanta than to any other leading cotton market center. 


In 1929 this figure was 97% 


*7©% of the cotton consumed in the U.S. in 1931 was consumed in an area 
which can be reached in 48 hours or less from Atlanta by freight and 


overnight by passenger and mail service. 


In 1929 this figure was 72% 


70% of the active spindle hours in the U.S. in 1931 represented spindles 
located within 48 hours of Atlanta by freight and overnight by passenger 


and mail. 


In 1929 this figure was 65% 


ATLANTA ::; Constantly Growing Financial Center 


For more than 66 years The First National Bank of Adanta has served the Southern 
textile industry, assisting in cotton financing from grower to manufacturer to merchant. 
As the textile industry in the South has grown to a more important position 
in the nation’s business, so this bank [now 63rd largest in 
the United States} has grown to an important position in the 
nation’s finance. The South's largest bank, having financed 
cotton since 1865, greets the South's largest industry as an 
ally and a partner in enterprise, and offers adequate and 
ample banking facilities to its members. 


Crk FIRST 
NATIONAL BANK of Atlanta. 


Checking Accounts +++ Savings Accounts +++ Trusts 
Commercial and Personal Loans 


banking.” 

Mr. Collins said that ad- 
vertising had failed to meet 
the issues of the depression 
because it had failed to con- 
vince the public that now 
was the time to spend for 
the things which had been 
coveted by everybody all 
their lives. The failure, he 
said, was the result of public 
distrust in advertising due 
to the “horrible exaggera- 
tions” of the past and to 


TRUST COMPANY of GEORGIA 


Trusts +++ Investments + «+ Mortgage Loans «++ Banking 


*“*“FOREMOST IN FINANCING SOUTHERN BUSINESS" 


This advertisement was run during National Cotton 
Week in Atlanta newspapers by an Atlanta bank. 
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used by the bank during 
the week. 

The First National Bank 
of Atlanta ran in Atlanta 
newspapers during National 
Cotton Week an interesting 
advertisement which is re- 
produced in this depart- 
ment. 


“MAKE an advertisement of 
securities interesting, and 
you commit both of these 
improprieties,” says Daniel C. 
Budd in a recent article 
in Printers’ Ink. 
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“1. You admit that you 
are asking, instead of merely 
allowing, the public to buy 
them. This attitude is 
anathema to the conserva- 
tive financial mind, indicat- 
ing that you are financially 
inexperienced or uncouth, 
and that you are afraid 
the issue won't sell well, or 
you wouldn’t have to be 
so undignified. 

“2. As cat-and-dog specu- 
lations often have been 
advertised attractively, but 
never with frigid conserva- 


The effect of TIME on a WILL 


Here is, let us say, a typical will. It was 
made several years ago. It was then well 
suited to the conditions of the day. Later, 
new heirs were born. Old 
ones died. Sons and daughters 
married. These were the 
usual and the normal changes 
of Time, for which provision 
could easily be made. 

But new and different 
changes of Time have taken 
place in recent days—and at 
a faster rate than ever before. 
And entirely new considera- 
tions have arisen. 

How much more—or less 
—in assets is there? How 
many more responsibilities to 
discharge? Must the list of 
beneficiaries be expanded— 


or must it be cut? 


Indrvdual comnsel 4 beneicrary coaselts wuh 
4 trast effcer aboot an estate matter 


Orderly procedure assarrd by maders equip: 
ment. Adequate protection — for documents. 


What would be the effect of distributing 
the principal of yous estate sew in accordance 
with a plan set up, say, seven years ago? 


Your will should be brought 
up todate. More; it should be 
made flexible to meet chang- 
ing conditions. Your attorney 
will be glad to point out how 
this may be done. 

Meanwhile, to help sim- 
plify the complexities sur- 
rounding wills, we have pre- 
pared a new booklet, whose 
title is “The Prevention of 
Unnecessary Family Ex- 
pense.” This booklet is prob- 
ably the first analysis of will 
problems done in graphic pic- 
tures and charts. Write for a 
copy—or telephone Andrews 
38-1600, Extension 30. 


BANK OF MANHATTAN TRUST COMPANY 


Main Office, 40 Wall Street. 80 Offices in Gremer New York SQ 
Nn 
if 


A UNIT OF THE MANHATTAN COMPANY 


An example of the excellent newspaper advertising being 


done by a large New York trust company. 


In addition 


to being noteworthy typographically, it is worthy of 
attention for its subject matter and method of presentation. 


— 


tism, therefore an attractive 
advertisement automatically 
means a_  cat-and-dog ge. 
curity; nothing could be 
simpler logic to the trained 
financial mind. The more 
rigid and frigid your pres 
entation, the better you rate 
your security... in the 
minds of your fellow finan- 
ciers of course.” 


Mr. Budd goes on to 
explain how the typical se- 
curities advertisement, which 
he says can be written 
equally well by any clerk, 
office boy or typesetter, is 
made up. Then, he goes 
on, “having put this formal, 
formidable and _ dis-inviting 
advertising into the news 
papers, the natural thing is 
for everybody involved to 
go into a huddle and com 
plain about the dumb public 
hoarding billions of dollars 
that ought to be at work 
developing the industrial 
activity of the country— 
and, incidentally, relieving 
the stagnation of the secur’ 
ity markets.” 

There is, however, a 
bright spot on the horizon. 
This, according to Mr. 
Budd, is typified by the 
recent advertising of the 
National City Company of 
New York in selling the 
City of New York 6's 

“If at this time,” he 
says, “when the _ nation 
needs aggressive _ sensible 
activity in every line of 
business, there could be : 
lot of financial advertise 
ments of this character, ! 
would go far toward put 
ting inactive funds at woth, 
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inspiring confidence, and 
creating activity and employ- 
ment. It would not only 
help the security markets, 
and the related prosperity 
of the country as a whole, 
right at the time when it’s 
needed most; it would also 
lead to the development of 
a new investing public.” 


WHILE it is not, strictly 
speaking, a banking func- 
tion, many banks maintain 
cold storage vaults for the 
storage of furs during the 
summer and, with the com- 
ing of warm weather, these 
banks are now advertising 
their storage facilities. The 
Bloomfield Bank and Trust 
Company, of Bloomfield, 
N. J., has sent out a four- 
page folder telling of its 
facilities and giving rates 
for storage. One page is 
devoted to telling of the 
bank’s safe deposit and 
silver and trunk vaults. The 
folder is simple but smartly 
gotten up, printed in black 
and red on white paper. A 
blotter, bearing an adver- 
tiement for the fur storage 
vaults, is sent out with the 
folder to residents of that 
community. 

The Cleveland Trust Com- 
pany used early in May 
a newspaper advertisement 
showing how the furs are 
stored in its vaults. Copy 
was brief. “If you're watch- 
ing expenses . . . it’s real 
economy this year to give 
your furs -bank-safety in 
Cleveland Trust cold stor- 
age vaults. Located at our 
Main Office, E. 9th and 
Euclid. Call Main 1600— 


The Investment Service 
of an &xecutor 


Security holdings received by this 
Company as executor of estates 
now in process of settlement rep 
resent practically every line of in- 
dustry, including issues of: 


384 Manuracturinc Companies 
95 Ramroaps 
164 Pustic Unuimes 
51 Mercnanpisinc Companies 
69 On Companies 
111 Mine Companies 
106 Reat Estate Companies 
221 Governments 
anp Mymicipaities 
39 Banxs 
16 Insurance Compames 
17 Iyvestent Trusts 


Proper supervision of invest- 
ments by an executor requires not 


only careful review of all available 
data respecting each company, but 
also study of the situation aad 
trends in each field of industry. 


Such analysis and review for 
estates and trusts in our care is 
done independently by the com- 
pletely-equipped Trust Investment 
Division of our Trust Department, 
which gives its entire time to this 
highly important work. 

Real estate receives the same 
type of close and experienced 
attention—in every phase of 
management and negotiation — 
as the security holdings of estates, 
through our completely-equipped 
Real Estate Division. 


Guaranty Trust Company 
of New York 


140 Broadway 


Fifth Avenue at 44th Street 


Madison Avenue at 60th Street 


Caritat, Surptus anp Unpivivep Prorits $284,963,384.21 


Cer cwnr oe 


Here is a trust advertisement that is simple in form, 


easily understandable, 


yet 


effectively presenting an 


important message. 


Our Guarded Car Will 
Call.” Here the safety and 
impregnability of the bank 
is used to suggest more than 
usual safety for furs. This 
advertisement was run early 
in May on the women’s 
pages of Cleveland daily 
newspapers. 


An interesting . method . of 
building confidence is being 
used by the Southern Ohio 
Savings Bank and _ Trust 
Company of Cincinnati in 


its current advertising. This 
institution is running in 
local newspapers a series of 
advertisements, in each of 
which one of its directors is 
featured. The full list of 
directors appears in the 
upper left-hand corner with 
an asterisk after the name 
of the one who is featured 
in that. particular .advertise- 
ment. A recent one read 
as follows: 


Mr. Clyde P. Johnson is a di- 
rector of this bank. He is vice- 
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Five Years 


Five years before the INAUGURATION, the 
Bank of New York opened for business. Thus 
today it represents an accumulated experience 
longer than that of any other financial institu- 
tion in the city. @ To this long record of finan- 


Bank of New-York. 
E Stockholders are cequelted to meet at the 
Bask, on Moaday the cleventh day of May 
next, at Ten o'clock mm the forenoon. to cleft, 
agrerably to the confitetion, Thirteen Disedters 
for the enfuing year. 


Direttors 
WILLIAM SETON, Cabier 
April 2, 2789. 


of Reprefentatives, Senate 


to Federai t°- 
received by £ 


Earlier... 


cial experience it adds an element of personal 
relationship between clients and officers which 
makes its services of especial interest to those 
who like to feel, as their fathers did before 
them, that they really dnow their banker. 


BANK of NEW YORK 


Pd and TRUST 


* 


Upemon Office: Madison 


COMPANY = 


_ Butablished 1784 ey 
48 WALL STREET, NEw Yor«e > 


Avenue at 63rd Screet 


One of the most recent of the always interesting histori- 


cal advertisements of a New 
This bank has been using 


exclusively for 


president in charge of invest 
ments of the Western & South- 
ern Life Insurance Co., and a 
recognized authority on real es- 
tate and security values. 

The statement is signed 
by Arthur Espy, president 
of the bank. 


A MESSAGE directly from 
the president is being sent 
by the State Street Trust 
Company of Boston to pros- 
for its “agency ser- 

The message is in 

form of a _ four-page 


York City trust company. 
this type of advertising 
several years. 


folder, the front page of 
which contains a _ letter 
signed by the president of 
the trust company. The 
return post card is also 
addressed to the president 
of the bank. 

Unlike the usual letter, 
this folder is folded with 
the letter outside, so that 
it may be easily read. On 
cream-colored, coated paper, 
folded size 7 by 10 inches, 
the letter is printed in 
brown with the seal of 


the bank and initial letter 
in bright blue. It reads 
as follows: 


To Our Customers and 
Friends: 

Business and financial life to- 
day present many problems. It 
is a time for the successful man 
to devote his undivided atten- 
tion to the conduct of his pro- 
fessional or commercial activity, 

The needs of charities are en- 
listing the help, time and money 
of those fortunate women who 
are contributing so generously. 

For everyone of means, it is a 
time to continue the executive 
direction of his or her interests 
so that greater accomplishment 
will follow. And executive di- 
rection demands one _ funda- 
mental principle—to delegate to 
others, details that may be trans: 
ferred with safety. 

We take the liberty of mak- 
ing an “executive” suggestion in 
this folder. 

Sincerely, 

ALLAN Fores, (signature) 
President. 


A triangular piece has 
been cut from the lower 
right-hand corner of | this 
first page of the folder so 
that a small portion of the 
inside may be seen. The 
inside pages are treated as 
a double-page spread. Copy 
on these two pages explains 
the advantages of using the 
State Street Trust Company 
as a financial secretary. The 
layout may be seen in the 
reproduction on page 695. 

Page four is blank save 
for the copyright line. 

The accompanying post 
card, mentioned above, asks 
that a copy of the booklet, 
“Some Facts About Our 
Agency Service,” which is 
mentioned on page three, 
be sent to the person sign’ 
ing and returning the card 


to the bank. 
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THE newspaper advertising 
of the Central Republic 
Bank and Trust Company 
of Chicago, which has ap- 
peared recently in Chicago 
newspapers, won the award 
for excellence in the news 
paper division in the sixth 
annual exhibition of fine 
printing in Chicago. The 
exhibition was sponsored by 
the Society of Typographic 
Arts. 


THE Terre Haute Trust 
Company, Terre Haute, 
Ind., devotes much of its 
advertising space to adver- 
tising local industries and 
places of interest. At the 
opening of the baseball 
season, it displayed large 
posters which read “Play 
Ball.” Below this heading 
was a photograph of the 
Terre Haute Memorial Sta- 
dium, where the local games 
are played, and, on the left 
side of the poster, a view 
of the bank’s building. 


“DEPOSIT something every 
pay day” is the keynote of a 
campaign recently launched 
by the Harlem Savings Bank 
of New York City. Ac: 
cording to Arthur B. Wester- 
velt, president, the bank 
hopes “to impress every 
wage earner with the im’ 
portance of saving before 
spending starts, and we feel 
that by advertising now, we 
can reach thousands of 
workers who can be brought 
to realize how essential a 
savings account is to their 
welfare.” 

he idea is being indorsed 
by leading business men and 


merchants in the territory 
served by the bank. 


THE First National Bank 
of Louisville, Ky., is adver- 
tising its bank-by-mail de- 
partment in local newspapers 
in those communities which 
bank failures have left with- 
out banking facilities. The 
advertising is directed to the 
business men in those com- 
munities in Kentucky and 
Southern Indiana. A typi- 
cal advertisement reads as 
follows: 


You must have a bank for 
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move your business out of your 
home town, so the bank must 
come to you. This bank—*The 
Oldest National Bank in the 
South’—is at your — service 
through the bank-by-mail de- 
partment. 

Your Bank as Near as the 
Post Office. This banking 
group, The First National Bank 
and the Kentucky Title Trust 
Company, has combined capital, 
surplus and undivided profits of 
$4,750,000 to make its services 
effective. Both banks are in the 
Federal Reserve System. 


The advertising includes a 
coupon which invites cor- 
respondence for further de- 
tails of this bank-by-mail 


business. You 


cannot 


department. 


TRUST SERVICE 


as rendered by 


Trust Companies and Banks 


The significance of its growth 


More and more people, either of 
their own accord or at the sugges- 
tion of their legal or financial ad- 
visors, have turned in recent years 
to the trust services offered by trust 
companies and banks. 

In 1923, probate records in this 
country show that such institutions 
were named under less than 6,000 
Wills. In 1929, such appointments 
numbered over 36,000 while, in 
1930, the number had risen to 
49,000. 

Growth has not been limited to 
appointments under Wills. In 1930, 
corporate fiduciaries reported an 
average increase over 1929 of 44% 
ia the number of living trust ap- 
pointments (trust funds set up 
during the lifetime of an individ- 
ual). Furthermore, despitethe lower 
security prices prevailing in 1930, 
the aggregate value of the proper- 
ties in living trusts set up during 
that year exceeded by 67% those 
set up in 1929. 

Life insurance trusts have shown 
a still greater increase. In the four- 


year period 1927 to 1930 inclusive, 
the amount of insurance trusteed 
with trust companies and banks in- 
creased by approximately 1400%. 

The increased use of such 
trust service is at least partially 
attributable to the growth of 
individual wealth during the 
era which preceded the autumn of 
1929. Nevertheless, the continued 
extension of such service, during 
the more recent period when wealth 
itself has contracted and when 
virtually every other form of busi- 
ness activity has declined in vol- 
ume, establishes its fundamental 
merit. 

The advantages of trust services 
apply today to men of moderate 
means as well as to those of great 
wealth. The value of the trust com- 
pany or bank as executor, guardian 


or trustee, relieving the individual 
of undue burden and responsibility, 
assisting him in his duties, or acting 
as successor to him, has often been 
demonstrated. 

The protection of funds for the 
use of dependents demands, as 
never before, well-informed scru- 
tiny, constant alertness, and the un- 
biased judgment of specialists 

Federal and state income and in- 
heritance tax laws and other regu- 
lations have increased in number. 
Investment problems have multi- 
plied to an unusual degree. 

The trust companies and banks 
of the United States which have 
equipped themselves to deal effi- 
ciently and understandingly with 
these problems have established 
themselves as essential factors in 
the conservation of wealth. 


The be 
New York Trust 
Company 


100 BROADWAY 


Fifth Avenue and 57th Street 


40th Street and Madison Avenue 


A spendid example of layout for a large amount of 


copy. 


It is particularly readable in spite of its length. 
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A Message 10 


MEN OF PROPERTY 
of the Second and Third Generations 


Wherein is discussed the most important financial decision made 
by the average man of property during his entire lifetime 


U, of all men, should know 

that Aolding a fortune together 

is almost as difficult as getting 
it together. 

And you must know that the 

creation of a trust is on occasion 


a necessary bridge over youth‘ 


and inexperience as genera- 
tion succeeds generation. 


When you feel such a need, 
you will select a trustee with 
much greater care than the 
average man. You will ask 
many pointed questions 
of the individuals or institu- 
tions which you are consider- 
ing for appointment. 

You will wish to discover 
how well the spirit of trust 
relationship is honored. Con- 
sequently, one question will 
seek to find out how free from 
bias is the purchase of securi- 
ties for triist funds. You may 


well ask, “ Have you any 
securities for sale?” 


You will be favorably im 
pressed if the answer is an un- 


qualified “no.” Yet you will 

lace no more than the proper 
Prop’ 

emphasis on the reply to this 

question, for generations of 

family experience have taught 


you to probe deeper, 


You will, therefore, ask other 
questions. Some of these may 
involve such matters as taxa- 
tion, and some may seek evi~ 
dence of a sympathetic atti- 
tude toward beneficiaries. 


But most of them will go to 
the heart of the matter, search- 
ing for every scrap of evidence 
bearing on the competence of 
the trustee as a si S 
and investment mana- 

++ewhich you know is of 
the most vital importance, 

The more searching ques- 
tions you ask, the better. You 
are entitled to know the an- 
swers. Indeed, YOU Cannot 
afford not to know. 

Tf you are investigating a 
trust company, find out wether 


it has had a long and varied 
experience; whether its trust de- 
partment maintains a high stand- 
ard of performance; what are its 
practices in managing various 
types of trust investment? 


In A FORTHCOMING SERIES of adver- 
tisements, the Irving Trust Company 
will seek to anticipate these and other 
given to such fundamental matters as 
srust organization and investment policies 
and practices. 

You are invited to follow this series; 
it should throw at least some light on 
what is the most important financial 
decision that you, in all likelihood, will 
ever be called upon to make—the ap- 
pointment of an executor and trustee. 
ANNOUNCEMENT: Next week's topic will 
be Estate Planning; the following week, Organ- 
ization of a Personal Trust Division; following 
this, Routine and Records; thereafter other 
topics revealing the day's work i she Trust 
Department of a large Trust Company. Reprints 
will be sent tol anyone interested on request. 


IRVING 
TRUST 
COMPANY 


ONE WALL STREET 


The first of an unusual series of trust advertisements 
being run by a large New York trust company. 


The advertising is not 
meant for communities where 
one or more banks are doing 
business; it is specifically 
mentioned in the advertise- 
ments that the local banker 
should be dealt with when 
there is one in the com- 
munity. 


WHILE other banks have 
been cutting down their ad- 
vertising budgets, or have 
stopped advertising alto 
gether, the Old Colony Co- 


operative Bank of Providence, 
R. L., has doubled its efforts 
in that direction with gratify- 
ing results. That bank has 
carried on a complete adver- 
tising campaign, including 
newspaper, direct-mail, bill- 
board, car-cards and radio, 
which has covered the entire 
state thoroughly and con- 
sistently. 

The saving habit has been 
emphasized in much of the 
advertising, and has been 
brought out in the advertis- 


ing in all media. A car- 
card shows a grain of sand 
under a magnifying glass in 
contrast to the millions of 
grains in the desert. This 
sign reads “Little Grains of 
Sand Make the Desert. 
Small Savings Make Great 
Fortunes.” 

Newspaper advertising has 
featured stories of persons 
who have found happiness, 
contentment and a solution 
of their financial problems by 
systematic saving. Each of 
these advertisements carries 
an attention-getting heading, 
such as “Rodney Earned 
$1000 Reward by Saving $5 
a Month,” and is illustrated. 
Many new accounts have 
been traced directly to these 
advertisements. 


THE Irving Trust Company 
of New York is running in 
New York City newspapers 
a series of advertisements on 
the subject of trusteeships. 
The campaign is following 
the urging of business men 
by taking the public com 
pletely into its confidence 
concerning the company’s in 
ternal policies and practice 
This means, in the case 
of fiduciary administration, 
treating in newspaper adver: 
tisements one of the most 
complex topics ever presented 
to the newspaper-reading 
public. The introductory 
advertisement of the series is 
reproduced on this page. 
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Los Angeles Prepares for A. B. A. 


Convention 


ANKERS acquainted with the 
spirit of Los Angeles can under- 


stand why the bankers of that 
city are confident that the forthcoming 
annual convention of the American 
Bankers Association—to be held in 
the Western metropolis from October 
3 to 7—will be one of the best and 
most interesting conclaves the organiza- 
tion has ever had. 

In a manner characteristic of Los 
Angeles, the committees in charge of 
the forthcoming meeting are proceeding 
with arrangements as though that 
common word D n had been 
dropped into the deepest part of the 
Pacific Ocean. Their goal is not to 
equal but to surpass all previous con- 
ventions. This they expect to accom- 
plish by offering more attractions than 


have ever been offered before, and at 
a greatly reduced expenditure. 

Last summer, as the city’s 150th 
anniversary approached, the question 
arose: Should the city proceed with 
its elaborately planned fiesta, conceived 
three years before—in a period of great 
prosperity? Pessimists said it should 
be abandoned as too big a project for 
such times. Los Angeles said, “No, 
we'll go through with it!” It went 
ahead. And it succeeded! The gay 
celebration lasted for ten days, involv- 
ing the expenditure of many hundreds 
of thousands of dollars and the em- 
ployment of thousands of men. What 
is more, the association which sponsored 
the elaborate affair closed its books 


with a neat profit. 
Such is the spirit of the city that will 


“Headquarters for’ the “annual convehtion of the Américan Bankers Association— 
the Biltmore Hotel in Los Angeles, as seen from Pershing square. 
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act as host to the American Bankers 
Association in its fifty-eighth annual 
meeting. 

The bankers will convene in Los 
Angeles during an outstanding year 
in the city’s history—Olympic Year. 
Acting as host to representatives of 
fifty nations in the Olympic Games, 
to say nothing of the more than 100 
important national conventions, Los 
Angeles is in a gay mood, welcoming 
its guests with even more than usual 
cordiality. Anyone who was a dele- 
gate to any of the three preceding 
A. B. A. gatherings in Los Angeles—in 
1910, 1921 and 1926—will know what 
that means. 

Striking changes have been made 
since 1926. Continuing with its growth 
and development, it now ranks as fifth 
city in the United States, and it has 
more than its share of the facilities and 
features of a metropolis of this rank. 
As President Hoover remarked last 
year, it is the newest old city in the 
world. It is old and rich in colorful 


history but it has the vigor and sparkle 


of youth, with enthusiasm and optimism 
and ambition that is contagious. 

Because of the increased purchasing 
power of the dollar, this year offers 
the greatest opportunity ever to visit 
Los Angeles and the West. Much 
lower than ever before is the cost 
of transportation, hotel accommoda- 
tions, meals and other essential ex- 
penses. Delegates purchasing their rail- 
road tickets before September 30 can 
take advantage of the summer tourist 
rate. Hotel rates have been reduced 
one-third or more. 

Consistent with the policy of present- 
day selling, not only will the cost be 
lower but the offering will be greater. 


PROGRAM OF UNUSUAL INTEREST 


With the attention of the whole 
world focussed at this time on economic 
problems of importance, and with the 
solution of these problems a matter 
of vital importance to the future of 
all nations, it can reasonably be ex- 
pected that the business program for 
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the forthcoming convention will be one 
of unusual interest and value to all 
bankers. Arrangements are being made 
to obtain as speakers men who are out- 
standing figures in the worlds of indus- 
try, business and banking. Digestion 
of the expert knowledge conveyed by 
the addresses of these men, plus the 
benefits to be derived from the intelli- 
gent exchange of ideas relating to 
banking procedure and the successful 
operation of banks, should justify a 
journey across the continent to hear. 

Of considerable value will be the 
serious work and study of the conven- 
tion, but another thing it will provide 
is an abundance of entertainment and 
recreation, something that bankers have 
earned for their labor and mental 
harassment during the last three years. 
With its unlimited facilities, Los An- 
geles is unexcelled for this purpose. 
Endowed with a sunny climate and a 
variety of natural wonders, Southern 
California is ideal for vacationists and 
pleasure-seekers, not to mention the 
entertainment resources that have been 
developed in Hollywood and all about 
Los Angeles. 

Almost every conceivable sport and 
pastime is to be found in the vicinity 
of the convention city. Fine highways 
connect the city with the beaches, moun- 
tain resorts and the desert. There is a 
hundred-mile stretch of fine beach 
where bathing in the surf is to be 
enjoyed from morning until night, and 
also at night when the moon is bright 
or where the surf is lighted. Beach 
clubs will be at the disposal of dele- 
gates. Yachting, deep-sea fishing, ex- 
cursions to the nearby magic isle of 
Catalina, are some of the attractions 
that await the visitors. 

And then there is the recreation to 
be enjoyed in the mountains, easily 
accessible from Los Angeles, and filled 
with picturesque lakes and resorts. To 
the south is the desert, with its famous 
Palm Springs and luxurious resorts 
there. Another place of interest on 
the desert is Death Valley, lowest spot 
on the continent. North on the Coast 
are Santa Barbara, Carmel and Monte- 
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McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


rey. En route to these beautiful cities 
visitors will see the colorful Missions 
of old California, relics of the ro- 
mantic past when Spain and _ then 
Mexico held sway on the Pacific shore. 
Agua Caliente, Mexico’s famous resort 
just across the border, is only a few 
miles away. 

In Los Angeles are some of the 
world’s finest theaters, dancing at the 
Ambassador Hotel’s renowned Cocoa- 
nut Grove, visits to unusual shops, and 
scenic drives. Polo, a football game 
in the Coliseum, and golf are some 
of the other diversions offered. 

In or near Los Angeles are fifty 
fine golf courses, the best of which 
will be at the disposal of delegates. 
The A. B. A. tournament will be 
played after the last business session, 
on Friday, October 7. Those who 
must return home after the final busi- 
ness meeting can still be. counted in 
on the tournament. Going east via 
San Francisco they may play at Del 
Monte. If they go south they may 
play at Agua Caliente. The results 
of play at these courses will be wired 
to Los Angeles and considered as scores 
in the official tournament. 

All business activities and sessions of 
the conclave will occur within the 
Los Angeles Biltmore Hotel. Every 
necessary facility and service is avail- 
able there and accommodations can be 
had at reasonable rates. There are 
1500- rooms, all outside rooms, each 
with private bath and circulating ice 
water. Single rooms may be obtained 
as low as $4 and rooms with double 
accommodations for $6. 

Situated in the heart of the metro- 
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politan district, the shopping, theater 
and club center of the city, the hotel 
provides excellent transportation facil- 
ities to all sections of the city, to Holly- 
wood, Pasadena, Beverly Hills and all 
the places visitors will want to visit. 

The hostelry’s convention hall or 
grand ballroom, known as the Sala 
de Oro, is the largest of any hotel 
in the world, comfortably seating 3500 
persons. The music rooms, frescoed ball- 
room, five dining rooms, a number of 
conference and banquet rooms will all 
be utilized during the five-day session. 

Events being planned here for the 
entertainment of the men include a 
“stag smoker,” several luncheons and 
the Bankers’ Banquet. 

During the business meetings the 
visiting women will be the guests of 
the wives of local bankers—at a tea, 
a lawn party and a number of other 
events. The women’s committee has 
made plans for the entire five days. 

Delegates and their wives will be 
jointly entertained at the grand ball 
and at a number of excursions, includ- 
ing a trip to Hollywood to witness the 
making of motion pictures. 

In short, it will be a profitable and 
pleasant week, well worth the time and 
expense. Los Angeles promises a con: 
vention that will be remembered for 
many, many years. Don’t miss it! 

And finally, don’t forget what was 
announced at last year’s conclave in 
Atlantic City: the dark blue color, 
in mood or even in clothes or decora’ 
tions, will not be tolerated. The city 
will be decked in the gay Spanish 
shawls of La Fiesta. And the fiesta 


spirit will reign. 
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Review of the Month 


A Survey of Current Banking and Business Developments 


NDUSTRIAL activity was in smaller 
| roone in March than in February, 

although usually little change is 
reported at. this season, and _ the 
number of employes at factories was 
also reduced, contrary to seasonal ten- 
dency. Volume of reserve bank credit 
decreased in March, but showed a 
considerable growth in the first three 
weeks of April. Money rates con- 
tinued to decline.” Thus does the 
Federal Reserve Board summarize con- 
ditions in its statement of April 28. 

The National City Bank of New 
York, in its May Letter, characterizes 
as “a new and important development 
in the business situation” the action of 
the Federal Reserve authorities in de- 
termining to buy Government securities 
on a largely increased scale. Regarding 
business in general, the Letter enlarges 
somewhat upon the Federal Reserve 
Board’s summary as follows: 


The improvement in the banking situation 
thus far has had little reflection in general 
business. Poor earnings and trade reports 
have combined to make April a month of 
disappointment, with effects evident in the 
weakness of the stock and commodity 
markets. 

To a great extent hopes of early indus- 
trial improvement are centered on the 
automobile industry. It is recognized that 
the cars offered this year represent values 
much superior to any ever offered before, 
and the industry is making aggressive sales 
efforts accompanied by timely price reduc- 
tions. The news for April is very favorable 
by comparison with earlier months. The 
General Motors Corporation states that dur- 
ing the first ten days of April, covering 
the period of special exhibitions of its 
products, its sales totaled 57,000 vehicles, 
which is greater than during the full month 
of March. The Chrysler Corporation makes 
a similar report concerning its new model 
Plymouth, and the Ford back-log of orders 
is a large one, being estimated in the trade 
Press at 300,000 cars. Production thus far 
has increased but slowly. April is usually 
the peak month in the industry, but evi- 
dently this year the peak will come later. 

Steel production dropped off slowly up to 


the last week of the month, when a turn 
occurred based upon automobile orders. 

The automobile situation is evidence that 
a belated “Spring rise’ may be still ahead 
in some industries. A_ steady falling off 
in general business activity from the March- 
April peak to the July low point is usual, 
and the prospect that among the major 
industries there will be exceptions to this 
trend, giving support to the seasonally 
adjusted indexes which are being so anx- 
iously watched for evidence of a turn in 
the long road of recession, is the most 
clearly favorable feature in evidence. 

Building contracts awarded up to the 
twenty-second of the month gained over 
March, but the figures are not very impres- 
sive, showing a decrease of 64 per cent. 
from one year ago. Retail trade has im- 
proved somewhat with more _ seasonable 
weather, but the effects of its dullness 
during the first quarter have become 
apparent in slackness in the industries mak- 
ing consumers’ goods. However, car load- 
ings of merchandise and _ miscellaneous 
freight provide some encouragement, show- 
ing moderate gains since the first week of 
the month. 


COTTON AND COTTON GOODS 


The comparatively high activity of 
cotton mills both in the United States 
and abroad has been an outstanding 
feature of the general business situation, 
according to the New England Letter 
of the First National Bank of Boston 
for April 27. Domestic cotton mills, 
the Letter reported, operated at 90.1 
per cent. of full single shift capacity in 
March as compared with 91 per cent. 
in March, 1931. The Letter says: 


In spite of the heavy world takings of 
American cotton, the carryover at the end 
of the cotton year, July 31, will likely be 
over 12,000,000 bales, or the highest on 
record. Acreage reduction will perhaps be 
no more than about 10 per cent. Of course 
weather conditions for the next few months 
will be an important factor in deciding 
the crop outturn. 

The raw cotton market continues to drift 
in a narrow range between 6 and 7 cents 
per pound. No important change is antici- 
pated until there is definite news concerning 
the new crop. 
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Investment Problems Do Not Solve Themselves 


Are you faced with investment problems? Competent investment counsel 
can materially aid investors in solving their difficulties 

The National Statistical Service, Inc., through one of its subsidiaries, has been 
rendering investment security appraisement and counsel for fifty-two years. We 
are pioneers in the investment counsel profession. 

We have no securities for sale and our interests are identical with those 


of our clients. 


Our booklet “Investing for Safety of Principal and Income” sent on request. 


Correspondence invited. 


National Statistical Service. Ine. 


Investment Counselors 


99 Wall Street - 


The position of the cotton goods industry 
has become less favorable within the last 
few weeks. At the end of February, stocks 
of cotton goods were the lowest since figures 
were compiled in January, 1928. But since 
March, sales have fallen below production 
so that stocks of goods have been accumu- 
lating to such an extent as to threaten to 
bring about a demoralization of prices as 
actually took place last fall. According to 
the Association of Cotton Textile Merchants 
of New York, total sales of cotton goods 
in March were 58.1 per cent. and shipments 
93.1 per cent. of production, stocks showed 
an increase of 8.2 per cent. during the 
month while unfilled orders registered a 
decline of 26.4 per cent. In order to 
improve conditions, members of the industry 
plan a drastic curtailment program for the 
next three months so that by the end of 
July, operations will have been reduced by 
35 per cent. 


FOOD PRODUCTS 


Out in the Middle West and North- 
west, the Bankshares Review of the 
Wisconsin Bankshares Corporation of 
Milwaukee and the Northwest Bancor- 
poration Review of Minneapolis, both 
offer as cheerful news the rise in the 
price of wheat. As regards food and 
kindred products, the latter publication 
makes the following interesting observa- 
tions: 


Producers of farm crops and growers of 
livestock have seen prices fall to inordinately 
low levels, but stability in the food industry 
in its entirety continues plainly to be 
evidenced. 

Raw materials have moved, and. will con- 
tinue to move, into consumptive channels 
without breakdown or cessation of marketing 
processes. We hear of no livestock ex- 
changes. suspending operations or grain 
markets ceasing to purchase all grain offered 
for sale. Factories producing essential foods 
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and kindred products are not closing down 
awaiting better times, and neither, as a 
rule, are they being operated on low 
schedules. 

Creameries, cheese factories, and milk con- 
denseries, continue to accept the output of 
dairies, and meat packing plants, flour mills, 
macaroni and candy factories, malting estab- 
lishments, all continue to operate on 
schedules well within the range of normality, 
and to disburse large payrolls. 

Establishments engaged in preparation and 
merchandising of foods and feeds are being 
maintained at levels equaled in but few 
other lines. This is not to infer that life 
has no complexities in such industries— 
there are many, due to price unsettlement 
and the necessity of paring or foregoing 
profits in order to bring goods within range 
of thin pocketbooks of consumers; but food 
industries are making a showing far better 
than average in employment, payrolls, and 
earnings. 

Earnings of 1389 industrial companies in 
1931, according to a compilation published 
during the last month, were 61.17 per cent. 
below those of 1930. Of these 1389 com: 
panies, 179 were food establishments whose 
combined decrease in net profits from 1930 
was 33.9 per cent.; deducting the returns 
of meat packers and sugar companies (both 
considerably out of line with others in the 
food group), the 124 remaining establish- 
ments showed profits last year which were 
but 21.05 per cent. below those of 1930— 
or, in actual amounts, $178,595,000 in 1931 
as against $226,234,000 in the preceding 
year. 

Employment in February, 1932, in a 
large number of miscellaneous industries 
manufacturing foods and kindred products, 
was 18.9 per cent. less than the average 
for all months in 1926, according to a 
report made in late March by the United 
States Bureau of Labor Statistics. In con- 
trast to this, the index of employment main- 
tained in all types of manufacturing—ma 
chinery, building material, iron and_ steel, 
shoes, paper, automobiles—everything in’ 
cluded, was 34.4 per cent. less than in 1926. 

This indicates that a vast number of 
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STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


workers in industries supplying the prime 
food requirements of millions of people have 
been kept busy at a rate not strikingly 
below that of a year of large activity. 


CONFIDENCE IN ST. LOUIS 


In the Eighth Federal Reserve Dis 
trict there is a feeling of confidence, 
according to the April 30 Monthly 
Review of the Federal Reserve Bank 
in St. Louis. The Review says: 


As contrasted with the similar period 
immediately preceding, the last thirty days 
were marked by noticeable improvement in 
distribution of merchandise in the Eighth 
District. Of the wholesaling and jobbing 
lines investigated by this bank, a _ large 
majority showed increases in March sales 
over those of February and, in varying 
degree, this betterment extended to retail 
channels. While a considerable part of 
the improvement may be accounted for by 
seasonal influences and purchasing deferred 
earlier in the year, the gains in several 
important classifications were larger than 
usual at this season, and generally there 
appeared an undertone of greater confi- 
dence, both among merchants and ultimate 
consumers. As compared with a year ago 
and the average for that month during 
the last ten years, March volume of dis- 
tribution showed a considerable decrease. 
As has been the case since last fall, lines 
dealing in commodities for ordinary con- 
sumption, such as dry goods, groceries, 
apparel and drugs, continued to make a 
relatively much more favorable exhibit than 
those dispensing goods of the heavier and 
more permanent sort. In the latter lines 
decreases were the rule, both as compared 
with the volume a month and a_ year 
earlier. 


LIVE STOCK AND MEAT PACKING 


In Chicago there is no such optimism. 
According to the Business Conditions 
of April 30, published by the Federal 


Reserve Bank of Chicago, the amount 
of seasonal expansion in March “in 
most cases was smaller than usual, 
while in others improvement failed to 
materialize. In regard to the live stock 
and meat packing industry, the report 
says: 

After having shown a_ smaller than 
seasonal recession in February, receipts of 
cattle and calves at public :stock yards in 
the United States expanded less than is 
usual for March. Hog marketings, also 
influenced largely by the trend of a month 
earlier, declined sharply. Furthermore, re- 
ceipts of each kind of live stock were under 
last year. Comparisons with the 1922-31 
average for the month remained: unfavorable, 
except that lamb marketings continued to 
show a large gain. A slight expansion in 
reshipments to feed lots was recorded 
over the exceptionally small movement of 
February. 

Production at slaughtering establishments 
in the United States usually declines about 
1 per cent. in March from the preceding 
month; this year it showed a recession of 
104 per cent. from February and totaled 
6 per cent. below the 1923-31 average for 
the period. However, the volume was only 
3 per cent. under that of a year ago. 
Payrolls at the close of March likewise 
showed a decrease from a month earlier 
of 6 per cent. in number of employes, 12 
per cent. in hours worked, and of 9 per 
cent. in wage payments. The aggregate 
value of sales billed to domestic and foreign 
customers was on a level with February and 
continued to total 33 per cent. under the 
corresponding period of 1931. Since the 
tonnage exceeded that of the preceding 
month and totaled only 1 per cent. smaller 
than a year ago, prices remained mainly 


responsible for the lack of improvement in 
March. 


IN THE SIXTH DISTRICT 


In the Sixth Federal Reserve District, 
seasonal increases were indicated in 
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March statistics, according to the April 
30 Monthly Review of the Federal 
Reserve Bank of Atlanta, which says: 


Seasonal increases are indicated in March 
statistics relating to retail trade, some lines 
of wholesale trade, residential building and 
cotton textile manufacturing in this district 
as compared with figures for February, al- 
though most series of statistics continue to 
compare unfavorably with the corresponding 
period a year ago, the exception being 
cotton manufacturing. 

Department store sales in March showed 
a gain over February amounting to 17.4 
per cent., but were 21.7 per cent. less than 
in March, 1931, and for.the first quarter 
of 1932 sales have been 19.8 per cent. less 
than in that part of last year. Sales by 
reporting wholesale firms increased 8.3 per 
cent. in March over February, but were 27 
per cent. smaller than a year ago, and for 
the first quarter averaged 27.2 per cent. less 
than in the first quarter of 1931. Collec- 
tions by wholesale firms increased 7.2 per 
cent. in March, but were 23.9 per cent. less 
than a year ago. Debits to individual 
accounts at twenty-six clearing house centers 
of the district increased 3.1 per cent. in 
March over February, but averaged 26.5 per 
cent. less than in March, 1931. 

Building permits issued at twenty report- 
ing cities gained 0.4 per cent. in March 
over February, and while total awards of 
construction contracts declined, residential 
contracts increased i5.4 per cent. from 
February to March. Consumption of cotton 
in the three states of the district for which 
figures are compiled by the United States 
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Census Bureau increased 10.1 per cent. from 
February to March, and was 0.9 per cent. 
greater than a year ago, and for the first 
quarter has averaged 5.5 per cent. greater 
than in the first three months of 1931. 
Cotton exports from the United States from 
August 1 through March 31 were 24 per 
cent. greater than in that part of the season 
before. Production of coal declined in 
Alabama, but increased in Tennessee, over 
February, and output of pig iron in Alabama 
declined. 


DECLINE IN CALIFORNIA 


General commercial activity in South- 
ern California declined in April, ac- 
cording to the Monthly Summary of 
the Security-First National Bank of Los 
Angeles. The statement follows: 


General commercial activity in Southern 
California, when measured by the volume 
of check transactions in eight leading 
cities of the region, declined 2.43 per 
cent. during the four weeks ended April 20, 
in comparison with the preceding period of 
similar length. In Los Angeles the de- 
crease was 2.25 per cent. Using building 
permits issued as a basis for measurement, 
the value of construction work undertaken 
in the city during April was substantially 
below the relatively high figure reported for 
the previous month. After making adjust- 
ment for seasonal fluctuations, practically 
none of the leading industries located in 
the vicinity of Los Angeles reported an 
advance in April production schedules over 
those maintained in March. 





Convention News 


MUTUAL SAVINGS BANKS 
INDORSE HOOVER 


RESOLUTIONS indorsing President Hoover and 
the Reconstruction Finance Corporation and 
urging a commission to settle inter-govern- 
mental debts were passed by the National 
Association of Mutual Savings Banks at its 
annual convention held last month at the 
Waldorf-Astoria Hotel, New York City. 

Wilson G. Wing, president of the Provi- 
dent Institution for Savings, Providence, R. 
I., was elected president of the association; 
S. B. Lloyd, vice-president Philadelphia Sav- 
ing Fund Society of Philadelphia, was named 
vice-president; Walter H. Hallett, executive 
vice-president of the Bank for Savings in New 
York City, was named treasurer; and John W. 
Sandstedt was re-elected executive secretary. 

Speakers at the convention included Charles 
W. Berry, comptroller of the City of New 
York; William Z. Ripley; Philip A. Benson; 
Robert Lincoln O’Brien, chairman of the 
United States Tariff Commission; Henry 
Bruere, president of the Bowery Savings 
Bank of New York; and E. G. Buckland, 
chairman of the New York, New Haven & 
Hartford Railroad. 


J. A. WALTON HEADS MARY- 
LAND BANKERS 


J. A. Watton, president Annapolis Banking 
@ Trust Company, Annapolis, was elected 
president of the Maryland Bankers Associa- 
tion for the coming year at the annual con- 
vention of the association ‘held last month in 


Atlantic City. William B. Spiva, president 
Bank of Somerset, Princess Anne, was named 
vice-president; William Marriott, vice-presi- 
dent and cashier of the Western National 
Bank of Baltimore, was elected treasurer, and 
James W. McElroy, vice-president First Na- 
tional Bank of Baltimore, secretary. 

A resolution was passed approving the re- 
vised Glass banking bill, with reservations on 
the provisions concerning the manner of rais- 
ing capital for the proposed liquidating cor- 
poration, restriction and time limit on secur- 
ity affiliates, preservation of the rights of state 
banks and limits of branch banking. 


ILLINOIS BANKERS’ POLICY 


OpposiITION to guaranty of bank devosits, to 
destruction of the dual system of banking, 
and to branch banking was voiced by the 
Illinois Bankers Association at its annual 
meeting last month in Springfield. The asso- 
ciation also voiced recognition of a definite 
need for revision of the banking laws of that 
“tate. 


Officers elected for the coming year are: 
President, Paul E. Zimmerman, vice-chairman 
Oak Park Trust and Savings Bank, Oak Park; 
vice-president, J. E. Mitchell, vice-president 
First National Bank, Carbondale; and treas- 
urer, T. S. Robinson, assistant cashier Con- 
tinental Illinois Bank and Trust Company of 
Chicago. M. A. Graettinger and Mrs. O. S. 
Jennings were re-elected executive vice-presi- 
dent and secretary, respectively. 

Among the speakers at the meeting were 
Dr. W. F. Gephart, vice-president First Na- 
tional Bank in St. Louis; W. A. McDonnell, 
vice-president Bankers Trust Company of 
Little Rock, Ark.; and W. P. McGaughey, 
chairman committee on economic policies of 
the association and vice-president of the Mil- 
likin National Bank of Decatur. 


ALABAMA BANKERS HOLD 
ANNUAL MEETING 


RESOLUTIONS opposing branch banking as em- 
bodied in the Glass Bill, the proposed two- 
cent tax on checks, and proposed legislation 
for bank subscriptions to liquidate closed Fed- 
eral banks were passed by the Alabama Bank- 
ers Association at its annual meeting last 
month in Mobile. 

New officers elected for the coming year 
are: President, J. B. Barnett, president Mon- 
roe County Bank of Monroeville; first vice- 
president, Dr. J. S. Wittmeier, president First 
National Bank of Oconto; second vice-presi- 
dent, Walter Henley, president Birmingham 
Trust & Savings Company of Birmingham; 
secretary-treasurer, M. A. Vincentelli, vice- 
president First National Bank, Birmingham. 


TEXAS BANKERS MEET 


MELvIN RourFfF, vice-president of the Hous- 
ton National Bank, was elected president of 
the Texas Bankers Association at its annual 
meeting in Austin last month. J. E. Woods, 
president of the Teague National Bank, was 
elected treasurer and W. A. Philpott, Jr., 
was re-elected secretary. 


KANSAS BANKERS NAME NEW 
OFFICERS 


New officers elected at the annual convention 
last month of the Kansas Bankers Association, 
held in Kansas City, Kans., are: President, 
W. A. Hayes, president Farmers & Merchants 
State Bank of LaCross; and vice-president, J. 
P. Geis, president Farmers National Bank, 
Salina. W.W. Bowman, executive vice-presi- 
dent, and Fred M. Bowman, executive secre- 
tary, were re-elected. 
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NORTH CAROLINA BANKERS 
FAVOR SERVICE CHARGE 


NortH Caro.ina bankers went on record as 
favoring service charges for all banks at their 
annual meeting held last month in Pinehurst. 
Officers of the association for the coming 
year were elected as follows: President, Rob- 
ert N. Page, of Bisco; first vice-president, For- 
rest Eskridge, First National Bank of Shelby; 
second vice-president, Millard F. Jones, Plant- 
ers National Bank and Trust Company of 
Rocky Mount; third vice-president, Clarence 
T. Leinbach, of the Wachovia Bank and 
Trust Company, Winston-Salem. 


OFFICERS ELECTED AT TRI 
STATE MEETING 


New officers for the bankers’ associations of 
Tennessee, Arkansas and Mississippi were 
elected by bankers of those three states at 
the tri-state convention held last month in 
Memphis. A thousand bankers attended the 
joint meeting. The officers named are as 
follows: 

For Tennessee—President, E. P. Maupin, 
cashier Peoples National Bank of Shelbyville; 
vice-presidents, M. H. Irwin of White Pine, 


Thurman Smith of Pulaski and Sylvane Freed 
of Trenton; secretary-treasurer, H. Grady 
Huddleston, Nashville. 

For Mississippi—President, G. M. McWil- 
liams, vice-president Citizens Bank of Hat 
tiesburg: vice-president, M. Gerald Burrow, 
president Planters Bank, Tunnica. 

For Arkansas—President, State Senator S 
O. Whaley, cashier Bank of Bentonville; vice 
president, Tom McRae, Prescott; treasurer, G. 
S. Neal, Russellville. 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, June 6-10, 1932. Secretary, Rich- 
ard W. Hill, 22 East 40th street, New York 
City. 

CoLtorapo BANKERS ASSOCIATION, Ever- 
green, June 17-18. Headquarters, Troutdale- 


in-the-Pines. Secretary, L. F. Scarboro, Moun- 
tain States Banker, Denver. 


ConNECTICUT BANKERS ASSOCIATION, New 
London, June 25-26. Headquarters, Hotel 
Griswold. Secretary, Charles E. Hoyt, South 
Norwalk Trust Company, South Norwalk. 


District OF COLUMBIA BANKERS ASSOCIA- 
TION, Hot Springs, Va., June 9-11. Secretary, 
Frederick P. H. Siddons, Washington. 


FINANCIAL ADVERTISERS ASSOCIATION, Chi- 
cago, September 12-15. Executive secretary, 
Preston E. Reed, 231 South LaSalle Street, 
Chicago. 


FLoRIDA BANKERS ASSOCIATION, Jackson- 


ville, June 3-4. Headquarters, Hotel May- 
flower. Secretary, W. O. Boozer, Atlantic 
National Bank, Jacksonville. 


IpAHO BANKERS’ ASSOCIATION, Payette 
Lakes, June 13-14. Secretary, J. S. St. Clair, 
Boise City National Bank, Boise City. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, W. Va., October 22-26. 
Headquarters, Greenbrier Hotel. Executive 
vice-president, Alden H. Little, 33 South 
Clark Street, Chicago. 


Iowa BANKERS ASSOCIATION, Des Moines, 
June 20-22. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 


MAINE BANKERS ASSOCIATION, Poland, 
June 18. Headquarters, Poland Spring 
House. Secretary, E. S. Kennard, Rumford 
National Bank, Rumford. 


MICHIGAN BANKERS ASSOCIATION, Macki- 
nac Island, July 11-13. Secretary, Kenneth 
M. Burns, 1713 Ford Building, Detroit. 
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MINNESOTA BANKERS ASSOCIATION, St. 
Paul, June 7-9. Secretary, George Susens, 
718 National Building, Minneapolis. 


MonTANA BANKERS ASSOCIATION, Glacier 
National Park, July 22-23. Secretary-trea- 
surer, R. E. Towle, Federal Reserve Bank, 
Helena. 


Morris PLAN BANKERS’ ASSOCIATION, 
Washington, D. C., October 6-8. 


NATIONAL SAFE Deposir ASSOCIATION, 
Los Angeles, June 1-4. Secretary-treasurer, 


Ralph D. Slaymaker, Fidelity Safe Deposit 
Company, Kansas City, Mo. 


New York State BANKERS ASSOCIATION, 
Rye, June 13-15. Headquarters, Westchester 
Country Club. Executive manager, W. 
— Brown, 33 Liberty Street, New York 

ity. 


NortH Daxota BANKERS ASSOCIATION, 
Grand Forks, June 15-16. Secretary, W. C. 
Macfadden, 524 Broadway, Fargo. 


OreGoN BANKERS ASSOCIATION, Eugene, 
June 6-7. Secretary, T. P. Cramer, Jr., 629 
Lumbermen’s Building, Portland. 


Paciric Coast Trust CONFERENCE, Los 
Angeles, September 29-October 1. Under the 
auspices of the Trust Division, American 
Bankers Association. 


ResERvE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BANKS ASSOCIATION OF MAINE, 
Lakewood. September 7-8. 


Savincs BANK ASSOCIATION OF MaAassa- 
CHUSETTS, Swampscott, Mass., September 
15-17. Headquarters, New Ocean House. 


SoutH DaxoTtTaA BANKERS ASSOCIATION, 
Watertown. June 1-3, 1932. Secretary, 
George A. Starring, Huron. 


UtaH BANKERS ASSOCIATION, Salt Lake 
City, June 17-18. Secretary, H. B. Cran- 
dall, First State Bank, Salina. 


VircINIA BANKERS ASSOCIATION, Old 
Point Comfort, June 23-25. Headquarters, 
Hotel Chamberlain - Vanderbilt. Secretary, 
C. W. Beerbower, First National Exchange 
Bank, Roanoke. 


WASHINGTON BANKERS ASSOCIATION, Pull- 
man, June 9-11. Secretary, J. W. Brislawn. 
810 Alaska Building, Seattle. 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee. June 23-24. Headquarters, Hotel 
Schroeder. Secretary, Wall G. Coapman, 717 
Caswell Block, Milwaukee. 


WyYoMING BANKERS ASSOCIATION, Rawlins. 
September 2-3. Secretary, Kathleen Snyder, 
Wyoming Trust Company, Casper. 
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CHARLES S. CALWELL DIES 


Cartes S. CaLweELL, president of the 
Corn Exchange National Bank and Trust 
Company of Philadelphia, died May 6 at his 
home in Germantown after a two weeks’ ill- 
ness. He was 60 years old. 

Mr. Calwell had been associated with the 
Corn Exchange Bank during his entire busi- 
ness career. He started as assistant teller, 
became assistant cashier in 1900 and five 
years later was promoted to cashier. He later 


CHARLES S. CALWELL 


President Corn Exchange National 
Bank and Trust Company of Phila- 
delphia, who died recently. 


became a vice-president and, in October, 1910, 
was named president. 

The bank grew steadily under Mr. Cal- 
well’s leadership. A trust department was 
organized and eleven branches opened 
throughout Philadelphia. 

In addition to his banking activities, Mr. 
Calwell was active in many civic undertakings. 
He was a director of the Chamber of Com- 
merce and an officer of the Philadelphia Busi- 
ness Progress Association. In the banking 
field he served as president of the Pennsyl- 
vania Bankers Association for a term and was 
also a member of several committees of the 
American Bankers Association. 


BANKER HEADS ROTARY CLUB 


NosLe R. JONES, savings executive of the 
First National Bank in St. Louis, has been 
elected president of the Rotary Club of St. 
Louis for the year beginning July 1, 1932. 
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ARTHUR REYNOLDS RETIRES 


AFTER an active banking career of forty-four 
years, Arthur Reynolds resigned last month 
as chairman of the board of directors of the 
Continental Illinois Bank and Trust Company 
of Chicago and his brother, George M. Rey- 


© BLANK-STOLLER 
ARTHUR REYNOLDS 


Who has resigned from his position 

as chairman of the board of directors 

of Continental Illinois Bank and Trust 
Company, Chicago. 


nolds, who has been serving as’ chairman of 
the executive committee, was elected chairman 
of the board, a position he had formerly held. 
Stanley Field, who had been chairman of the 
advisory committee, was elected chairman of 
the executive committee. 

Mr. Reynolds is planning a European trip 
and then expects to live in California. 


MARINE TRUST PLANS CAPITAL 
INCREASE 


A PROPOSAL to increase the capital funds of 
the Marine Trust Company of Buffalo by the 
sum of $12,500,000 has been announced by 
the bank's directors. Under the plan, which 
has been approved by the Marine Midland 
Corporation, which owns a majority of the 
bank's stock, the number of shares of stock 
will be increased from 200,000 to 250,000 


and the additional 50,000 shares will be sold 
at $250 a share. The capital will thus be 
increased by $2,500,000 and the reserves by 
$10,000,000. 

The last published statement of the bank 
showed capital of $10,000,000, surplus of 
$10,000,000 and reserves of $6,573,161. 

According to George F. Rand, president 
of the bank, the change will make the ratio 
of capital funds to deposits exceptionally high 
and establish the company “even more se- 
curely as one of the strongest banks in the 
United States.” 


J. A. MacLAREN PROMOTED 


J. A. MacLaren has been appointed manager 
of the New York office of the Hibernia Securi- 
ties Company of New Orleans. A native of 
Wisconsin, he entered the employ of the 
Hibernia Bank & Trust Company in 1921 and 
served in various departments of the bank 
and in the sales department of the securities 
company. In 1927 he was appointed man- 
ager of the Atlanta office. 


CONTINENTAL BANK IN NEW 
BUILDING 


THE Continental Bank and Trust Company 
moved last month into its new building at 30 
Broad street. Its headquarters, formerly at 
25 Broad street, and a branch at 26 Broad- 
way have been combined in the new quarters. 

The bank will occupy the second, third 
and fourth floors of the new building and 
basements A and B. Basement B contains a 
complete safe deposit vault, and the main 
banking room, which may be reached by 
means of a broad stairway at the Broad street 
entrance, is on the second floor. 

The bank was established in 1870 and dur- 
ing most of its career has been identified with 
brokerage and investment banking interests. 
It has recently extended its business to include 
commercial banking and fiduciary operations. 


JOHN HANCOCK COMPANY 
ANNUAL REPORT 


More than $87,000,000,000 was paid to 
policy-holders and their beneficiaries in 1931 
by the John Hancock Mutual Life Insurance 
Company of Boston, according to the annual 
report of the directors. Of that amount more 
than $19,500,000 was paid on account of 
dividends to policy-holders in annual reduc: 
tion of cost. New insurance for 1931 was 
reported as $624,000,000, equaling 94 per 
cent. of the insurance paid for the previous 
year. 


o 
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New building of the Workers Trust Company, Johnson City, N. Y. 


A Notable New Building 


In contrast with the limestone 


HE new banking house of the 

Workers Trust Company of 

Johnson City, N. Y., shows the 
modern trend in bank architecture, 
using, as it does, fundamental principles 
of traditional design, expressed in the 
free spirit evident in the newer metro- 
politan financial buildings. There is 
in it none of the old classic severity. 
A charming flow of line and restful 
stability of mass are evident through- 
out. 

Rising to a height of forty-two feet, 
the exterior shows a facade of Indiana 
limestone, whose sheer surfaces are re- 
lieved with crisp and appropriate carv- 


ing. 
walls, the windows 
embellished with ornamental metal 
work, cast and richly wrought. The 
contrast between these intricately fash- 
ioned embellishments and the smooth 
solidity of the stone is unusually effec- 
tive. 

To daylight the interior adequately, 
windows of impressive size were used. 
These required specially constructed 
steel frames for adequate strength. 
The frames are ornamented with run- 
ning moldings of steel. 

In a building forty feet wide and 
eighty-six feet long, there are included, 
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and doors are 
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A view of the banking lobby of the Workers Trust Company showing the Jow 
counters and modernistic check desks. 


conveniently arranged, the many and 
diverse accommodations required in 
present-day bank operation. Passing 
through a vestibule with glass and 
aluminum walls, one enters directly 
into the spacious public lobby. On the 
left side of the public lobby, at the 
front, is the private office, and opposite 
is the open office, separated from the 
public lobby only by a low counter 


officers with 
frequent and 


and devoted to those 
whom customers desire 
easy contact. 

The main banking room is arranged 
on what is known as the center-lobby 
plan, which means that the public 
lobby is in the center of the banking 
room and is surrounded on three sides 
by the offices and tellers’ working 
spaces. At the rear a gate from the 
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lobby leads to the safe deposit depart- 
ment. The vaults and posting room 
are also in the rear. 


PUBLIC LOBBY 


The public lobby is flanked by a 
banking counter of the new low type, 
executed in Tavernelle marble and 
crested with glass and wickets of cast 
and extruded aluminum. Posts of the 
same metal support the polished plate 
glass divisional screen. The floor of 
the public lobby is of marble chips 
divided off into architectural pattern 
by bars of white metal. This type of 
floor has the practical advantage of 
durability and cleanliness and is pleas 
ing in the harmonious blending of its 
color with the other decorative mate- 
rials in the room. 

For the convenience of customers, 
two check desks are placed in the 
public lobby, executed in aluminum, 
glass and marble, and in an attractive 
design which reveals the delicacy with 


which this metal can be wrought. 

At the rear end of the lobby is 
an elaborate and sturdy gate made of 
aluminum similar to that of banking 


screen and check desks. An _ electri- 
cally controlled lock in this gate admits 
the customer to the safe deposit depart- 
ment, which lies behind and adjacent 
to the vault. In this department are 
found individual customers’ booths, 
each provided with light and writing 
facilities. Booths are open at the top 
and the lower panels of the doors are 
only partially closed with slender grilles, 
thus insuring ventilation and at the 
same time affording privacy, and allow- 
ing the safe deposit custodian to see, 
at a glance, whether or not a booth is 
occupied. 

The safe deposit vault is a massive 
reinforced concrete structure with a 
single opening for entrance. The con- 
crete walls are twenty-one inches thick 
and imbedded. in the concrete there 
are continuous grillages of heavy steel 
bars, three separate sets, each forming 
a close network of obstruction. The 
fluor and ceiling are formed of similar 
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21-inch slabs with the same continuous 
steel reinforcement. The entrance will 
be guarded by a ponderous solid steel 
door twelve inches thick, weighing, to- 
gether with its frame, some nine tons, 
and composed of the special steels and 
alloys recently devised to prevent pene- 
tration by burning, drilling and ex- 
plosives. In spite of its tremendous 
weight, this mass of steel is so pre- 
cisely balanced and delicately adjusted 
on its ball and roller bearings of the 
crane hinge that a child can, with 
gentle steady pressure, swing it open 
or closed. It is so snugly fitted in its 
frame that a special pressure mechanism 
is required to bring the door to its 
tightly closed position which allows 
the precisely fitted bolts to slide. 

The vault is fitted with a telephone 
to provide against serious consequences, 
should someone be inadvertently locked 
into the vault. 

In addition to these barriers of steel 
and concrete, the vault is protected by 
an ingenious electric device using prin- 
ciples similar to those of the radio 
microphone. A_ continuous electric 
current flows through this device and 
through the protecting wires. Regu- 
lated by a time clock and checked by 
daily tests, this system gives instant 
notice of errors or improprieties on 
the part of the clerk who nightly 
closes and locks the vault, as well as 
sounding a continuous warning by a 
clamerous, loud-toned gong should an 
unauthorized attack be made upon the 
vault from without. This same gong 
is controlled from a number of releas- 
ing stations located at strategic points 
throughout the bank’s quarters from 
any one of which the touch of a 
button will sound the alarm in case 
of daylight hold-up. 

In the basement, a large concrete 
storage vault is provided, accessible 
from the safe deposit department, for 
the safe-keeping of more bulky valu- 
ables, such as silverware, art treasures 
and the like. 

The tellers’ and clerks’ activities are 
conducted in the work space behind 
the banking counters, which are so 
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Main banking room of the Workers Trust Company, looking toward the safe 
deposit department in the rear. 


arranged that the working force can 
be accommodated with the most efficient 


equipment in desks, filing devices, 
change makers and bookkeeping ma- 
chinery. 

The tellers’ counters are constructed 
of furniture steel with durable, baked 
enamel finish. They are provided with 
battleship linoleum top covering, bronze 
trimmings and _ roller-carried money 
drawers with removable cash trays. 


ARCHITECTURAL INTEREST 


The wall and ceiling treatment of 
the main banking room is somewhat 
unusual in its interesting freedom. The 
principal accents in the design consist 
of the entrance feature, a large window 
at the opposite end of the room, and 
the decorative treatment applied to 
walls and ceiling. These features are 
executed in refreshing colors. 
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The side walls of the banking room 
rise to a height of twenty-four feet, 
and the stepped ceiling rises to a total 
height of twenty-five feet above the 
banking floor. 

The cabinet work throughout the 
building is of silver gray oak, to 
harmonize with the aluminum decora- 
tive metal work. 

The ornamental electroliers of the 
banking room were designed especially 
for this building and with due regard 
for practical illuminating requirements 
as well as appropriate decoration for 
the room. 

The rugs, furnishings, draperies and 
other equipment have been selected to 
harmonize with the finishing materials, 
and with the mural decorations. 


MECHANICAL EQUIPMENT 


The mechanical equipment of this 
building invites study and examination. 
In the electric wiring system all the 
wires are led through rigid metal con- 


duits. This provides safety from fire 
in case of short circuits. It also pro- 
tects the insulation of the wires so that 
short circuits are much less likely to 
develop. If trouble should develop, or 
changes be required, the wires can be 
pulled out of the conduits and replaced. 
The switchboard which controls the 
lighting of the building is of the “dead 
front” type, that is, there are no ex- 
posed portions which carry current. It 
is safe to feel around, even in the dark, 
at such a switchboard, since there is 
nothing to touch which could shock. 
Throughout the building a generous 
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number of plug outlets are provided to 
suit any convenience. 

An electrically operated clock pro- 
vides correct time without manual at- 
tention. 

The gate to the safe deposit depart- 
ment is controlled by an electric lock. 
A push button at the teller’s desk re- 
leases the gate, so that the person so 
desiring may enter. 

The telephone wires are also encased 
in conduit and concealed in the build- 
ing construction. The telephone system 
is of the intercommunicating type, with 
a number of stations placed at con- 
venient points. 

The vault is protected by the “sound 
wave” type of burglar alarm. This 
system is actuated by an instrument 
embodying the principles of the radio 
microphone. When set for duty, at 
the time the vault door is closed for 
the day, the instrument is sensitive to 
sounds. Hammering on the vault walls, 
the roar of a burglar’s cutting torch, 
conversation within the vault, and 
similar noises, will release the mech- 
anism that sets off the burglar alarm 
gong. 

This entire system conforms to the 
requirements for the highest rate of 
approval and lowest insurance charges 
recommended by the insurance under- 
writers. 

The building was designed and con-. 
structed by the Tilghman Moyer Com- 
pany of Allentown, Pa., specialists in 
bank and office buildings. T. H. Moyer 
is president of the company and H. G. 
Buel, vice-president. The Mosler Safe 
Company, Hamilton, Ohio, manufac- 
tured the vaults. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


Money For Tomorrow. By W. E. Wood- 
ward. New York: Liveright, Inc. $2.00. 


VARIOUS persons are severely criticised in this 
volume for their optimistic utterances in the 
earlier stages of the present depression. But the 
author, writing at a much later stage, has 
an advantage which these mistaken prognosti- 
cators lacked. He is looking backward over 
the certainties of the past, whilst they were 
peering into the uncertainties of the future. 
The role of prophet presents difficulties un- 
known to the historian. 

Mr. Woodward sees but little wisdom in 
the constitution and management of our eco- 
nomic structure. He favors socialism, but 
admits the time unripe for it. The capitalis- 
tic system, he thinks, will inevitably commit 
suicide, but he hopes the event may be post- 
poned to a time when it will not be so 
clumsily done as would be the case now. 

The author presents his views in picturesque 
and vigorous language. Dealing with eco- 
nomic problems, he abjures completely the 
style common to treatises on these subjects. 
You will not go to sleep in reading his pages. 
He makes much of the view that too great a 
portion of the products of industry has gone 
to capital and not sufficient to labor, thus 
reducing purchasing power. His chief remedy 
for the depression is the raising of the price 
level by inflation. Furthermore, he would re- 
peal the anti-trust laws and permit regulated 
monopoly of all the basic industries. He lays 
down these fundamental principles as apply- 
ing directly to the present situation: 

This is not a time to raise taxes, to balance 
the budget by laying heavier burdens on in- 
dustry, or to reduce Federal expenditures. In 
a time of prosperity governmental expense 
should be reduced to its bare bones, taxes 
should be raised and bonds called in. In a 
time of depression bonds should be issued 
and taxes reduced. During such a critical 
period no governmental employe should be 
deprived of his job. 

“All this,” says the author, “is exactly the 
reverse of the measures adopted by Congress 
and the Administration.” 


BANKING. By Frederick A. Bradford, Ph.D., 
associate professor of economics, Lehigh 
University. New York: Longmans, Green 
& Co. $3.00. 

TREATING his subject from the standpoints of 

history, description and analysis, the author 

has made what is perhaps the most compre- 
hensive study of banking to be found in any 
recent work. His work will prove valuable 
to those engaged in the conduct of banking 
as well as to the student. All the various 
types of banks are examined, and many mat- 
ters of interest and practical concern are con- 
sidered in detail. Some recommendations are 
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made as to legislation and desirable changes 
in banking practices. A feature of the book 
especially to be commended is the bibliog- 
raphy at the end of each chapter, affording 
a clew to further reading, if desired, on the 
special topic under consideration. This vol- 


ume constitutes a worthy complement of Pro- 
fessor Bradford's earlier treatise on Money. 


ExTENDED HicH Y1e_p Bonp Issugs. Com- 
piled and published by the Financial Pub- 
lishing Company, Boston. 

In the pre-depression era, bond dealers and 

investors used a “basis book” showing yields 

up to 9 or 10 per cent. In the 1921 deflation 

there appeared a book carrying yields to 15 

per cent., and now a book has been published 

showing values of bonds yielding from 15 

to 50 per cent. As the introduction to this 

book notes, “This unprecedented range will 
cover the yields of bonds at the lowest prices 
where ‘yield’ retains any vestige of meaning.” 


NEW BOOKS 


THE TWELFTH Hour oF CapPiTALISM. By 
Kuno Renatus. New York: Knopf. $2.50 
A German economist analyzes the present 
world situation and suggests methods fos 
its improvement. 


Business Statistics. By John R. Riggle- 
man. New York: McGraw-Hill. $4. 


MeN, Money AND MerceERS. By George L. 
Hoxie. New York: Macmillan. $2. 
AreE Our Banks BETRAYING Us? By Alfred 
Wayland. New York: Anvil Press. 25 

cents. 


THE AUTOBIOGRAPHY OF A BANKRUPT. By 
Julian Sherrod. New York: Brewer. $1.50. 


THE EcoNoMic FOUNDATION OF BUSINESS. 
By Walter Earl Spahr. 2 volumes. New 
York: Long & Smith. $8. 


THe FINANCIAL AFTERMATH OF War. By 
Sir Josiah Charles Stamp. New York: 
Scribner. $1.75. 

MoNnEY FOR Tomorrow. By W. E. Wood: 
ward. New York: Liveright. $2. 


DarE THE ScHOOL BuILD A NEw SOCIAL 
Orpver? By George S. Counts. New 
York: John Day. 


Bonps WitHouT SAFETY. New York: New 
Republic. $1. 

THE Crisis OF THE Pounpb. By J. Taylor 
Peddie. New York: Macmillan. $3. 


PREFERRED Stocks AS LONG-TERM INVEST’ 
MENTS. By R. G. Rodkey. Ann Arbor, 
Mich.: University of Michigan. $1. 


ConFESSIONS OF A FORMER CUSTOMERS’ 
Man. By David L. Salmon. New York: 
Vanguard. $2. 
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SALMON P.CHASE - Secretary of the Treasury under LINCOLN 


THE 
CHASE NaTIONAL BANK 


of the City of New York 


Capital . . .  $148,000,000 
Surplus... .. 124,000,000 


Deposits (Dec. 31,1931) . 1,459,000,000 
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ALBERT H. WIcGIN CuHar.es S.McCain 
Chairman Chairman 


Governing Board Board of Directors 


Winturop W. ALprIcH Joun McHucu 
Vice Chairman Governing Board Chairman 


and President Executive Committee 


The Chase National Bank invites the 


accounts of banks, bankers, firms, 


corporations and individuals. 
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FoOk many years this Bank has been well 

established in the West’ Indies, having 
8 branches in Cuba (4 in Havana itself), 12 in 
Jamaica, 2 in Porto Rico and 1 in Dominican 
Republic. Our officers are well versed in local 
conditions and business methods and are able 
to make collections, give trade information 
and credit checkings with a minimum of delay. 


Address Enquiries to our 
New York Agency - - 49 Wall Street 


P. W. MURPHY and F. W. MURRAY, Agents 


THE BANK OF 
“e NOVASCOTIA 


Capital, $12,000,000 Reserve, $24,000,000 
Total Resources, $265,000,000 


J. A. McLEOD, General Manager, Toronto, Ont. 
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GLYN, MILLS & CO. 


(Established 1753.) Registered with unlimited liability 1885. 
incorporating 


Child & Co. — and — Holt & Co. 
(Established before 1600) (Established 1809) 


_ BANKERS 
Army and Air Force Agents Navy and Prize Agents 
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Managing Partners 


LORD WOLVERTON LAURENCE CURRIE LORD HILLINGDON 
General The Hon. Sir H. A. LAWRENCE, G.C.B 
Brigadier-General A. MAXWELL. oe C.M.G., D.S. 
ERIC GORE E BROWNE, D.S.O REDERICK. WiLLtAM FANE 
MARTIN DRUMMOND VESEY HOLT 


42, GRACECHURCH STREET, LONDON, E. C. 3 


(Temporary Head Office during rebuilding of 67, Lombard Street. E C3 
Childs Branch: 1, FLEET STREET, LONDON, E. C. 4 
Holts Branch: 3 & 4, WHITEHALL PLACE, LONDON, S. W. | 


The Bank, which is represented by Agents and Correspondents in all the principal 
Cities and Towns of the United Kingdom and throughout the World, conducts 
every description of Banking business, both British and Foreign. 


Letters of Credit issued. Home and Foreign Credits established. 
Executorships and Trusteeships undertaken. 


SVSSSSVSSESS 
RR AR ARRAS SSSSSSTESSSTSVSSVSVSVSSVSSVVBVVVsssssswsssy 


SUVSVVPSVSSTs 


\ 


ORD AMRAMBRMMMMMM MMMM SD 


“I. think it would be a splendid thing to have 
it in the hands of every banker and bank 
director.” 
Harry J. Haas 
President American Bankers Assn. 


Modern Developments in Banking 


By NewTon D. ALLING 
Former President, American Institute of Banking 


A short treatise on the control of Banks. How the present weak 
credit by the Federal Reserve Sys- spots can be eliminated. How 

proper use of credit can prevent 
average citizen. industrial set-backs. 


How credit expansion may be con- An excellent book to loan to in- 
trolled through Federal Reserve quiring customers. 


Price $1.00 


THE BANKERS PUBLISHING COMPANY 
185 MADISON AVENUE 
NEW YORK, N. Y. 
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Bank Secondary Reserve 
and Investment Policies 


iia aenmamnlieniataiainpaciiniaiainnaen, 
Why Banks Need Secondary Reserves 
—— — Underlying Bank Re- 


Size wand | Composition of a Primary 
Size and Composition of a Second- 


The. Tovestenent Account of a Bank 


By 


PAUL M. ATKINS 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
interview of some three hundred 
different bankers, many of whom con- 
tributed data based on their own ex- 
perience. 


BANKERS PUBLISHING COMPANY 
185 Madison Avenue, New York, N. » 2 


Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2. 00 within five days or return the book. 
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Seventh Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 

Send for your copy anand 
of this valuable <= - ; 
book TODAY and see ——=- 
for yourself how 

thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
185 Madison Ave., New York City 


Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $5.00. 
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Correspondents of this bank are always sure of 
prompt, accurate and complete service 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 


A “ST <: 





For Safety and Profit in Your Investments 


READ 


The Commercial Paper Market 


by ROY A. FOULKE 
Industrial Specialist of R. G. Dum & Co. 


In this book you will find startling figures comparing commercial paper 
with other forms of investment, as regards both safety and yield. 
You will find an analysis of commercial paper and the open market 
from the banker’s point of view, and from the viewpoints of the seller 
and broker, as well. You will get a comprehensive idea of the entire 
scope of the commercial paper market; will find detailed explanations 
of its organization and operation; will learn the advantages of com- 
mercial paper as an investment for the banker who desires the utmost 
in safety and yield. 


Read what these men say of the book: 


“This book is the best exposition of the subject which I have read and I think 
all bankers who buy commercial paper will find a great deal of interest as 
well as profit in it..—W. @. Wilmet, vice-president Hibernia Securities Com- 
pany, Inc., New Orleans. 


“I wish that this might be read by a great many bankers that have overlooked 
to date this form of investment.”—R. H. Mabbatt, vice-president Lane, Roloson 
& Co., Inc., Chicago. 


“Gives the information which the prospective seller or buyer of commercial 
paper would like to have if he is not already thoroughly familiar with the 


way the system operates.”—S. C. Wise, of Burr, Stevens & Company, Inc., 
St. Louis. 


Price $2.50 265 Pages 
FILL OUT AND RETURN 


—— PUBLISHING COMPANY, 
Avenue, New York, N. 
You may send me on a without cost or obligation a copy of 
“The Commercial Paper Market” by Roy A. Foulke. At the end of 10 days I will 
either send you my check for $2.50 or return the book. 


[ ] Check is enclosed. { ] Send C. O. D. 





1931-32 Edition 


THE INTERNATIONAL 
BANKING DIRECTORY 


Complete information about the banks of the world 
conveniently arranged 


Price $10 
Send for Approval Copy 


Bankers Publishing Company, 185 Madison Ave., New York 


THE 
PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 
PACKARD BUILDING 
8. E. Corner 15th and Chestnut Streets 


TRUST AND SAFE DEPOSIT COMPANY 


Resources Over . : 
Individual Trust Funds - : . . - $839, 000,000. 
Corporate Trusts - - : - . - $1,837, 000, ‘000. 00 


Accounts of Banks, Corporations, Firms and Individuals Invited 
Acts as Trustee for Corporate Mortgages 
Member Federa! 


oe PHILADELPHIA, PA. Reserve System 


March rbat 7812 


THE CANADIAN BANK 
OF COMMERCE 


HEAD OFFICE - - TORONTO, CANADA 


Capital Paid Up $30,000,000 Reserve Fund $30,000,000 
Ste John Aird, President S. H. Logan, General Manager 
NEARLY 800 BRANCHES THROUGHOUT CANADA 
AND NEWFOUNDLAND 
Branches at London, England; Rio de Janeiro; Havana; Kingston, 
Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; Mexico 

City; San Francisco; Seattle; and Portland, 
Close working arrangements with the Leading Banks in Australia 
and New Zealand. 
NEW YORK OFFICE ... . EXCHANGE PLACE AND mANOvER STREET 
Agents—C. J. Stephenson, R. B. Buckerfield and N.J. H. Hodgson 





